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Sir. 


I  have  the  honour  to  present  to  you  herewith  the  second  edition  of  this 
pamphlet  giving  a  concise  summary  of  the  principal  systems  of  co-operative 
credit  in  Europe. 

The  first  edition,  which  was  published  last  year,  was  very  favourably  re- 
ceived by  the  public.  The  issue  of  25,000  copies  was  soon  exhausted,  and  the 
Senate  of  the  United  States  of  America  thought  it  worthy  of  the  high  honour 
of  reproduction  among  its  documents  (62nd.  Congress,  2nd.  Session,  Docu- 
ment No.  574,  presented  by  Mr.  McCumber,  April  iyth.,  1912).  This 
was  extremely  flattering  and  in  this  form  our  pamphlet  had  an  immense  circul- 
ation in  all  the  States  of  the  Union  ;  and  has  contributed  further  to  increase 
the  interest  of  the  American  people  in  European  systems  of  co-operative  credit. 

For  the  purpose  of  obtaining  a  more  direct  knowledge  of  these  by  means 
of  visits  to  the  credit  establishments  themselves,  the  Southern  Commercial 
Congress  held  at  Nashville  in  April  1912,  proposed,  and  the  different  States 
of  the  Union  have  appointed  a  Commission  consisting  of  two  or  more  dele- 
gates from  each  state.  This  Commission  will  shortly  arrive  in  Europe  and 
will  start  on  its  travels  from  Rome. 

This  pamphlet,  which  in  its  second  edition  takes  account  of  the  new  stat- 
istics published  since  the  first,  may  serve  our  distinguished  guests  as  a  not 
unwelcome  introduction  to  the  study  of  those  institutions  which  they  think 
of  visiting. 

I  have  the  honour  to  be,  Sir, 

Your  obedient  servant 

G.     IyORENZONI 
General  Secretary. 


AN    OUTLINE    OF    THE   EUROPEAN 
CO-OPERATIVE    CREDIT     SYSTEMS 

INTRODUCTION. 


Since  the  early  part  of  the  Nineteenth  Century  European  farmers 
have  been  struggling  against  adverse  economic  conditions.  Chief 
amongst  the  difficulties  against  which  they  have  had  to  contend  has 
been  the  competition  of  new  countries  of  immense  territory  and  virgin 
soil,  which,  owing  to  the  improvement  in  the  means  of  transport,  have 
been  able  to  flood  the  markets  of  Europe  with  agricultural  produce. 
Even  in  the  most  perishable  products  the  competition  has  been  severe, 
for  the  development  of  cold  storage  has  enabled  them  to  be  brought 
to  Europe  from  the  most  distant  parts  of  the  world. 

To  make  headway  against  this  competition  an  economic  transform- 
ation has  been  necessary,  comparable  to  the  transformation  which  has 
taken  place  in  industry.  The  European  farmers  have,  accordingly, 
re-organised  not  only  their  technical  but  their  business  methods. 

The  new  business  methods,  which  have  spread  all  over  Europe  and 
have  been  adopted  even  by  the  new  countries  (the  United  States  and  the 
British  Colonies)  as  well  as  by  Asiatic  countries,  such  as  India  and  Japan, 
consist,  in  the  main,  in.  the  application  of  co-operation  and  mutuality 
—  combined  efforts  and  the  acceptance  of  mutual  obligations  —  to  the 
various  branches  of  the  business  of  agriculture,  of  which  the  following 
are   the    most  important : 

(i)  The   provision    of   capital  ; 

(2)  The    purchase    of    agricultural    requirements  ; 

(3)  The  preparation  and  sale  of  agricultural  produce  ; 

(4)  Farm  insurance. 

It  is  with  the  appli cation  of  co-operative  and  mutual  methods  to  the 
provision  of  capital  that  we  are  here  concerned  and  we  will  endeavour 
to  trace  not  only  the  principles  of  co-operative  credit  but  the  methods 
in  which  those  principles  have  been  applied  in  various   countries. 
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The  main  principle  underlying  all  forms  of  co-operative  credit  is 
that  if  a  group  of  persons  combine  to  furnish  a  collective  guarantee  they 
can,  on  the  security  of  that  guarantee,  obtain  money  at  lower  rates  of 
interest  than  they  could  obtain  it  individually. 

The  collective  guarantee  may  be  that  of  real  property.  A  number 
of  landowners  may  obtain  capital  on  the  security  of  a  collective  mortgage 
of  their  lands.  This  is  the  basis  of  German  Landschaften,  one  of  the 
oldest  forms   of  co-operative  credit  institution. 

Or,  again,  the  collective  guarantee  may  be  a  personal  one.  A  num- 
ber of  persons  may  obtain  capital  by  making  themselves  jointly  respons- 
ible for  its  repayment.     Such  liability  may  be  unlimited  or  limited. 

Unlimited  liability  is  a  fundamental  part  of  the  Raiffeisen  system, 
but  in  the  Schulze-Delitzsch  system  while,  in  the  majority  of  cases  the 
liability  of  the  members  of  the  group  is  unlimited,  the  tendency  is  to  give 
preference  more  and  more  to  limited  liability  in  the  newly-established 
societies.  Where  the  members  are  landowners,  the  collective  personal 
guarantee    becomes    indirectly   a    property   guarantee. 

Upon  such  guarantees  capital  may  be  obtained  in  a  variety  of  ways. 
In  Germany  the  I^andschaften  issue  bonds,  but  the  Raiffeisen  banks 
derive  their  working  capital  mainly  from  the  deposits  they  are  able  to 
attract.  In  France  the  rural  banks  depend  mainly  upon  capital  advanced 
by  the  State.  In  all  countries  the  credit  societies  are  able  to  obtain 
capital  from  the  larger  banking  institutions  or  from  the  investing  public. 

Having  obtained  the  capital,  the  group  of  persons  must  be  able  to 
lend  it  to  one  another  at  a  rate  of  interest  only  slightly  in  excess  of  the 
rate  which  they  pay  collectively.  This  requires  two  conditions  —  (i) 
that  the  expenses  of  management  shall  be  small  in  proportion  to  the 
business  done,  and  (2)  that  the  risk  of  loss  shall  be  reduced  to  a  minimum. 

Where  the  business  is  very  large,  the  expenses  are  not  proportion- 
ately high,  even  if  the  undertaking  be  conducted  on  ordinary  commercial 
lines,  as  we  shall  see  in  the  case  of  the  Schulze-Delitzsch  banks.  Where, 
however,  the  business  is  small,  there  must  be  no  attempt  to  pay  high 
dividends  and  the  management  must  be  largely  voluntary.  In  the  banks 
formed  on  the  Raiffeisen.  system  (which  are  individually  small  though 
in  the  aggregate  they  do  an  enormous  business)  the  payment  of  divid- 
ends is  either  prohibited  altogether,  or  it  is  limited  to  a  small  percentage, 
while  the  management  is   almost  entirely  gratuitous. 

To  reduce  the  risk  of  loans  to  members,  many  safeguards  have  been 
devised  which  are  adopted  to  varying  extents  in  the  different  systems. 

Where  the  members  are  landowners  and  can  give  mortgages  of  their 
property,  it  is  only  necessary  to  ensure  that  the  amount  of  the  loan  shall 
be  fully  secured  by  the  mortgage,  allowing  for  any  possible  depreciation 
in  the  value  of  the  property.     I^oans  on  mortgage  are,  however,  an  in- 
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convenient  form  of  credit,  where  capital  is  only  required  for  a  compar- 
atively short  period,  and  the  following  are  the  principal  safeguards  for 
loans    given    on    personal  security : 

(i)  That  loans  are  only  made  to  members  of  the  group  and  that 
only  persons  known  to  be  trustworthy  are  admitted  ; 

(2)  That  membership  is  confined  to  persons  residing  within  a  small 
district  and  that,  therefore,  the  members  are  personally  kn own  to  one  another; 

(3)  That  the  members  being  mutually  responsible,  it  will  be  to 
the  interest  of  all  members  to  keep  an  eye  upon,  a  borrower  and  to  see 
that  he  makes  proper  use  of  the  money  lent  to  him  ; 

(4)  That,  in  like  manner,  it  is  to  the  interest  of  all  members  to 
help  a  member  when  he  is  in  difficulties  ; 

(5)  That  the  borrower  is  required  to  find  sureties  or  give  other 
collateral  security  for  the  repayment  of  the  loan  ; 

(6)  That  the  borrower  binds  himself  to  apply  his  loan  to  a  spe- 
cific purpose  which  will  bring  in  a  monetary  return,  sufficient  to  enable 
him  to  repay  the  sum  borrowed,  to  pay  the  interest  charged,  and  to  leave 
a  profit  for  himself. 

It  is  not  to  be  supposed  that  the  whole  of  these  safeguards  are  adopt- 
ed in  all  cases.  I^oans,  for  example,  are  sometimes  given  on  the  bor- 
rower's mere  note-of-hand,  without  any  collateral  security.  The  fixing 
of  the  application  of  the  loan,  again,  is  most  important  where  the  bor- 
rowers are  small  cultivators  unaccustomed  to  commercial  methods,  and 
is  usually  relaxed  as  their  economic  education  becomes  more  advanced. 
We  thus  find  it  more  generally  insisted  upon  by  the  Raiffeisen  banks 
in  Austria  and  Italy,  where  they  are  of  more  recent  introduction,  than 
in  Germany,  where  the  members  have  now  become  familiarised  with 
the  commercial  uses  of  credit. 

We  shall  now  see  how  these  principles  are  applied  in  practice.  In 
the  survey  which  follows  of  agricultural  co-operative  credit  in  various 
countries  we  shall  begin  with  Germany,  since  it  was  in  that  country  that 
the  three  most  important  forms  of  co-operative  credit  —  the  Raiffeisen 
banks,  the  Schultze-Delitzsch  banks  and  the  Iyandschaften — were  ori- 
ginated. We  shall  then  deal  with  Austria  and  Italy,  in  which  countries 
the  systems  adopted  are  mere  modifications  of  the  German  systems, 
and  it  will  only  be  necessary  for  us  to  indicate  in  what  respects  they  de- 
part from  the  German  model.  Then  will  follow  chapters  on  France,  where 
co-operative  credit  is  based  largely  upon  an  elaborate  system  of  State- 
aid,  and  Belgium,  where  we  shall  note  the  existence  of  a  form  of  organ- 
isation not  found  in  other  countries.  The  last  two  chapters  will  relate 
to  Great  Britain  and  Ireland,  where  co-operative  credit  is  not  as  yet 
highly  developed,  and  to  British  India,  where  it  has  been  promoted  dir- 
ectly   by    the    Government. 


GERMANY 


CHAPTER  I. 

RURAL  BANKS  IN  GERMANY:  THE  RAIFFEISEN  SYSTEM. 

In  the  first  half  of  the  past  century  the  small  farmers  and  small 
artisans  of  Germany,  who  could  not  have  recourse  directly  to  capital- 
ists or  to  banks,  suffered  severely  at  the  hands  of  the  usurers  from  whom 
they  procured  the  credit  which  was  indispensable  to  the  exercise  of  their 
business.  The  seriousness  of  the  situation,  rendered  more  acute  by 
the  economic  transition  which  was  taking  place  and  was  bringing  with 
it  a  great  and  urgent  need  of  credit,  was  clearly  recognised  by  two  men, 
who  have  deserved  well  not  only  of  Germany  but  of  the  whole  civilised 
world,  by  devising  and  putting  into  practice  the  best  methods  of  rem- 
edying the  evil.  These  were  Frederick  William  Raiffeisen,  burgomaster 
of  Weyerbusch,  and  Francis  Frederick  Schulze,  better  known  by  the  name 
of  Schulze-Delitzsch.  The  former  was  the  originator  of  the  rural  co- 
operative banks,  which  have  spread  into  all  civilised  coun tries  ;  the  lat- 
ter  of   the   urban    popular   banks. 

These  two  forms  of  co-operative  banks,  although  somewhat  differ- 
ent in  their  organisation,  are  based  on  the  common  fundamental  prin- 
ciple of  organising  the  would-be  borrowers  themselves  in  order  that  they 
may  obtain  by  combination  the  credit  facilities  which  they  would  have 
sought  individually  in  vain. 

Such  co-operation  has  made  possible,  on  the  one  hand,  the  collec- 
tion amongst  the  members  themselves,  in  the  form  of  shares  or  of  small 
deposits,  of  a  considerable  amount  of  capital  which  serves  to  supply  the 
credit  requirements  of  their  fellow-members.  On  the  other  hard,  the 
co-operative  credit  societies,  being  regularly  managed  and  subject  to 
rigorous  supervision,  have  been  able  to  procure  credit  on  favourable 
terms  from  outside  sources  of  capital. 

The  credit  given  by  the  Raiffeisen  Banks,  which  are  rural  in  charac- 
ter, and  by  the  Schulze-Delitzsch,  which  are  mainly  urban,  is  usually 
personal  credit.  Although  they  occasionally  grant  loans  on  mortgage 
for  long  periods,  they  generally  confine  themselves  to  the  making  of  loans 
for  comparatively  short  periods  (in  the  Raiffeisen  banks  usually  for  one 
3^ear,  with  a  maximum  of  three  or  five  years  ;  in  the  Schulze-Delitzsch 
banks  for  three  or  six  months,  with  renewal  granted  in  certain  cases) 
on  personal  security  or  on  the  security  of  personal  propeny. 

Eoans  on  mortgage  for  long  periods  are,  however,  granted  by  an- 
other type  of  co-operative  credit  society,  of  which  we  shall  have  occasion 
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to  speak  later,  viz.,  the  L/andschaften  and  Ritterschaften.  These  are 
associations  formed  by  landowners  with  the  object  of  obtaining  credit 
for  land  improvement  by  the  issue  of  mortgage-bonds. 

We  shall  describe  in  this  chapter  the  organisation  and  working  of 
the  Raiffeisen.  banks. 


§  i.  Organisation  of  the  rural  banks. 

The    fundamental   principles    of   the    Raiffeisen   system   are  : 
(i)  Unlimited    liability    of    the    members ; 

(2)  A  restricted  area   of  operations ; 

(3)  Gratuitous    management. 

To  these  principles,  which  he  wished  to  be  always  applied  with  the 
utmost  rigour  and  without  allowing  any  exception,  Herr  Raiffeisen  added 
a  body  of  moral  and  educational  doctrines. 

In  addition  to  the  rural  banks  which  follow  strictly  the  Raiffeisen 
principles,  and  are  combined  in  a  national  federation  with  headquarters 
at  Neuwied  (now  removed  to  Berlin),  there  have  also  arisen  other  or- 
ganisations which,  although  adopting  the  fundamental  ideas  of  Raiffei- 
sen, have  not  accepted  the  excessive  strictness  of  his  rules  and  have  treat- 
ed as  superflous  the  mystical  doctrines  which  he  had  introduced  into  co- 
operation. The  societies  of  this  type,  after  having  long  hesitated  be- 
tween a  separate  organisation  and  the  Schulze-Delitzsch  Federation, 
were  finally  collected  under  the  guidance  of  William  Haas  (1),  into  a 
separate  national  federation  which  had  its  headquarters  first  at  Offen- 
bach and    then   at   Darmstadt. 

The  former  of  these  federations  became  affiliated  to  the  National 
Federation  in  1905  and  to  indicate  the  rapid  development  of  the  rural 
banks  we  may  here  state  that  the  number  of  societies  embraced  within 
the  National  Federation,  the  societies  under  the  Raiffeisen  Organisation 
being  included,  increased  from  10,786  in  1904,  with  a  membership  of 
954,000  and  a  total  business  (in.coming  and  outgoings)  of  2,490,000,000 
marks  (2)  to  12,797  in  I910  with  a  membership  of  1,209,000  and  a  total 
business   of  4,940,000,000  marks. 

Certain  differences  continue  to  exist  between  the  pure  Raiffeisen 
banks  and  the  societies  established  on  less  strict  lines.  We  shall  have 
occasion  to  speak   of  these    differences  in  outlining,  as  we  new  proceed 

(1)  Geheiinrat  William  Haas  died  on  Feb.  8th.,  1913,  after  having  with  untiring  energy 
directed  the  National  Federation  for  nearly  thirty  years. 

(2)  A  mark  is  equivalent  to  0.338  dollars  or  0.0489  pounds  sterling. 
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to  do,  the  leading  features  of  the  organisation,  of  the  rural  banks.  The 
statements  are  based  upon,  the  Reports  of  the  National  Federation  and 
the  figures  relate  (except  where  the  context  otherwise  indicates)  to  the 
year  1910  and  to  the  12,797  rural  banks  embraced  within,  the  National 
Federation  in  that  year.  In.  certain  cases  we  shall  also  give,  for  pur- 
poses of  comparison,  the  averages  for  the  banks  in  the  various  Provincial 
Federations  affiliated  to  the  National  Federation. 

Membership. — The  majority  of  the  members  are  farmers,  usually 
peasant-proprietors.  The  12,797  rural  banks  existing  in  1910  numbered 
in  all  1,208,997  members,  that  is,  an  average  of  96  members  per  bank. 
The  number  of  members  per  bank  varies  considerably,  however,  in  dif- 
ferent regions,  the  highest  averages  being  in  Westphalia,  with  166  mem- 
bers per  bank,  in  East  Prussia  with  174  members,  and  in  Ermland  with 
190  members.  The  lowest  average  is  in  Mecklembourg,  where  it  is  only 
33  members  per  bank.  Considering  the  membership  of  the  banks  indi- 
vidually, the  minimum  number  required  by  their  legal  consitution 
is  seven  and  six  banks  have  only  this  number;  the  highest  number 
of  members  in  any  one  bank  is  1,508,  but  this  is  an  exceptional  case. 

Liability. — The  principle  maintained  by  Raiffeisen  was  that  of 
the  unlimited  joint  and  several  liability  of  the  members.  Whilst  for 
other  forms  of  co-operation  the  system  of  limited  liability  is  increasingly 
adopted,  the  system  of  unlimited  liability  is  still  regarded  in.  Germany 
as  the  system  best  adapted  to  rural  co-operative  credit.  Of  the  barks 
existing  in  Germany  92  per  cent  are  based  upon,  unlimited  liability  and 
about  8  per  cent  upon  limited  liability.  A  fractional  percentage  of  the 
banks  were  based  upon  an  intermediate  system,  known,  as  the  system 
of  unlimited   liability  to   make   supplementary  payments. 

Shares.  —  Raiffeisen  began  by  excluding  shares  altogether,  in 
order  to  avoid  any  danger  of  capitalistic  speculation  and,  in  fact,  up 
to  1876  none  of  his  banks  had  shares.  Being  obliged  in  that  year  to  com- 
ply with  the  Imperial  Law  which  compelled  co-operative  societies  to 
have  foundation  capital,  he  sought  to  evade  the  law  as  far  as  possible 
and  fixed  shares  at  a  maximum  value  of  10  marks.  The  Darmstadt 
Federation  on  the  other  hand  recommended  comparatively  large  shares, 
but  in  no  case  higher  than  500  marks. 

In  1910  the  average  paid-up  capital  per  member  amounted  to  19 
marks.  But  in  this  regard  also  there  are  great  differences  as  between 
different  regions.  The  necessity  of  forming  a  foundation  capital  is,  in 
fact,  not  so  great  in  the  case  of  the  exclusively  agricultural  banks,  the 
operations  of  which  are  guaranteed  by  the  lands  of  the  members,  as  in 
the  case  of  banks  which  can.  only  offer  a  personal  guarantee. 
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Thus  in  Rhenish  Prussia  (Bonn)  and  Hesse  the  average  paid-up 
share-capital  is  respectively  103  and  88  marks,  while,  on  the  other 
hand,  the  average  is  lowest  in  other  regions,  such  as  Westphalia,  Ol- 
denburg and  Alsace-Iyorraine,  where  it  is  only  4,  6,  and  7  marks 
respectively. 

In  order  to  increase  the  usefulness  of  the  societies  it  is  considered 
advisable  to  strengthen  the  position  of  the  banks  in  this  respect,  to  en- 
able them  to  meet  the  ever  growing  mass  of  transactions  with  which 
they  have  to  deal.  To  this  end  the  National  Federation  carries  on  a  keen 
propaganda  for  the  increase  of  the  average  share  capital  per  member 
to   50   and   eventually  to    100    marks. 

In  the  societies  where  the  liability  is  unlimited  a  member  cannot 
take  more  than  one  share  :  in  societies  with  limited  liability,  however, 
he  may  take  many.  The  value  of  the  shares  and,  in  the  latter  case, 
also  their  number  are  fixed  by  the  rules.  The  shares  are  repayable  to 
the  members  upon  withdrawal  from  the  society,  and,  where  interest  is  paid 
upon  them,  it  must  not  in  any  case  exceed  the  interest  which  borrowers 
pay    upon    loans    from    the    society. 

Entrance  fees.  —  The  pure  Raiffeisen  system  does  not  admit  of  any 
entrance  fees,  as  being  contrary  to  the  lofty  conceptions  of  mutual 
help  which  inspired  Raiffeisen 's  propaganda.  Raiffeisen  wished  that 
his  banks  should  be  open  to  anyone  who  required  to  have  recourse 
to  them.  The  Darmstadt  Federation,  however,  allows  small  entrance 
fees,  which  are  immediately  carried  to  the  reserve  fund. 

Area  of  operations.  —  Another  fundamental  principle  of  the  Raif- 
feisen system  is  that  the  area  of  operations  should  be  limited  to  a  com- 
mune or  a  parish.  The  system  of  the  rural  banks  is,  in  fact,  founded 
on  mutual  confidence  and  collective  liability  ;  the  members  must  not  only 
know  each  other  personally,  but  must  also  be  able  to  see  from  day  to  day 
the   manner  in   which  their  money  is   employed. 

Management.  —  The  organisation  of  the  rural  banks  being,  so  to 
speak,  familiar  and  friendly,  their  management  is  very  simple.  The  ad- 
ministrative functions  are  divided  between  the  Committee  of  Manage- 
ment, the  Council  of  Supervision  and  the  General  Meeting.  The  ex- 
ecutive work  is  carried  out  by  the  Treasurer,  who  is  often  the  only  employee 
of  the  bank,  and  in  any  case  is  the  person  responsible,  and  supervises 
the  work  of  the  other  employees. 

The  General  Meeting  appoints  the  Committee  of  Management,  the 
Council  of  Supervision  and  the  Treasurer.  The  conduct  of  the  busi- 
ness is  entrusted  to  the  Committee  of  Management,  upon  which  often 
sit  the  best  educated  persons  of  the  district,  such  as  the  schoolmasters 
or  priests  ;  for  these,  however,  actual  farmers  are  being  more  and  more 
substituted. 
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The  Committee  of  Management  usually  give  their  services  gratuit- 
ously. This,  too,  is  one  of  the  principles  of  the  pure  Raiffeisenism, 
which,  however,  permits  in  any  case  the  remuneration  of  the  Treasurer. 
The  Darmstadt  Federation  also  allows  the  committeemen  to  be  paid 
for  their  services  when  the  business  of  the  bank  is  fairly  large. 

In  1910  the  expenses  of  management  amounted,  on  the  average,  to 
the  modest  sum  of  694  marks  per  bank.  Here,  too,  one  finds  marked 
differences  between  the  various  federations.  In  Rhenish  Prussia  (Bonn), 
and  in  East  Prussia  (II)  the  average  is  over  1,500  marks,  while  the  lowest 
average  is  found  in  the  Upper  Palatinate,  where  it  is  237  marks.  If, 
again,  we  consider  the  general  expenses  in  proportion  to  the  total  business 
done  (i.  e.,  the  sum  of  the  incomings  and  outgoings),  we  find  an  average 
percentage  of  0.18,  with  a  maximum  of  0.48  per  cent  in  the  Nassau  Fed- 
eration (Frankfort-on-Main)  and  a  minimum  of  0.05  per  cent  in  Schles- 
wig-Holstein . 

§  2.  The  business  of  the  rural  banks. 

I^et  us  now  examine  first  the  sources  from  which  the  rural  banks 
draw  their  working  capital  and  then  the  methods  of  advancing  the  capital 
so  obtained  to  their  own  members.  We  shall  thus  follow  the  complete 
cycle  according  to  which  the  business  of  the  rural  banks  is    conducted. 

Working  capital.  —  The  capital  which  the  banks  have  at  their  dis- 
posal for  making  loans  to  their  members  is  composed  of  the  shares  paid 
up  by  the  members,  the  reserve  fund  accumulated  in  previous  years, 
the  savings  deposits  and  deposits  on  current  account,  and,  lastly,  the  sums 
which  the  bank  procures  by  means  of  loans  from  central  co-operative 
banks,    other   banks,    or   private   individuals. 

In  the  balance-sheet,  the  working  capital  is  approximately  the  same 
as  the  total  liabilities.  It  is  true  that  in  the  total  liabilities  are  also  in- 
cluded items,  such  as  bills  issued,  which  appear  in  equal  amounts  on 
both  sides  of  the  balance-sheet,  and  figures  relating  to  certain  operations 
(e.  g.,  property  deposited,  payments,  etc.)  which  are  not  part  of  the  cap- 
ital at  the  disposal  of  the  bank.  However,  not  being  able  to  efiminate 
such  items,  and  taking  into  consideration  that  they  are  comparatively 
unimportant  in  the  case  of  the  rural  banks,  we  can  consider  the  working 
capital  as  being  roughly  equivalent  to  the  total  liabilities. 

The  total  working  capital  of  all  the  banks  included  in  the  National 
Federation  amounted,  in  round  figures,  to  2,128,000,000  marks  in  1910 
(net  profits   for  the   year  excluded). 

These  figures  alone  suffice  to  show  clearly  the  huge  proportions  at- 
tained by  the  rural  co-operative  movement  in   Germany,  which    begin- 
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ning  on  an  almost  insignificant  scale  and  operating  in  the  rural  districts, 
always  comparatively  poor,  has  succeeded  in  accumulating  an  enormous 
working    capital. 

The  average  working  capital  per  bank  in  1910  was  166,294  marks  : 
in  1900  it  amounted  to  only  77,694  marks,  so  that  in  the  last  decade  it 
has    more    than    doubled. 

Here  again  the  difference  between  one  region  and  another  is  very 
marked,  the  highest  figures  relating  to  Brmland  with  an  average  ex- 
ceeding half  a  million  marks,  the  lowest  to  the  Alsace-I,orraine  Inspection 
Federation  with  less  than  65,000  marks. 

Before  proceeding  to  a  detailed  analysis  of  the  working  capital, 
we  must  distinguish  between  the  two  groups  into  which  the  capital  of  the 
rural  banks  may  be  divided.  These  are  :  the  banks'  own  funds,  com- 
posed of  share  capital  and  reserve,  and  capital  from  outside  sources. 
While  the  first  are  permanently  assured  to  the  society,  except  in  the 
case  of  a  member  retiring  and  withdrawing  his  contributed  capital  (1), 
the  second  may  be  withdrawn  either  at  sight,  or  after  notice  more  or  less 
short,  according  to  the  nature  of  the  deposit. 

The  total  working  capital  may  be  analysed  into  these  two  groups 
and  into  the  items   which  compose  each  group  as   follows  : 

Percentage 
Marks  of  the 

—  total  working 

capital 

The  banks'  own  funds: 

Share  capital 24,047,345  1.2 

Reserve 57,168,784  2.6 

Total    .    .    .         8r,2i6,i2Q  3.8 

Capital  from  outside  sources: 

Deposits  on  current  account 206,530,460  9.7 

Savings  deposits 1.659,073,346         78.0 

Other  liabilities  (2; 181,078,836  8.5 

Total  .    .    .     2,046,682,642        96.2 

Total  working  capital   .    .    .    2,127,898,771(3)    100. o 


(1)  The  co-operative  laws  of  the  German  Empire  seek  in  this  case  to  safeguard  the  socie- 
ties from  an  unexpected  depletion  of  their  capital,  prescribing  certain  regulations  relative 
to  the  length  of  notice  to  be  given  on  retiring  from  the  societies  (§65)  and  to  the  liability  which 
a  member  may  still  incur  after   having  retired   (§75). 

(2)  This  figure  does  not  appear  in  the  returns  ;  it  is  obtained  by  taking  the  difference 
between  the  total  working  capital  and  the  items  specified  above. 

(3)  506,918,248  dollars  or  £104,161,607. 
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From  these  figures  it  will  be  seen  that  no  less  than  96.2  per  cent 
of  the  working  capital  is  obtained  from  outside  sources,  the  banks'  own 
funds  being  only  3.8  per  cent.  The  banks  succeed,  therefore,  in  canying 
on  an  enormous  business  on  the  foundation  of  an  extremely  slender 
owned    capital. 

That  personal  confidence  which,  as  we  have  already  seen,  is  intim- 
ately associated  with  the  restriction  to  a  limited  area  of  the  operations 
of  any  one  society,  and  with  the  solidarity  of  organisation  given  by  the 
provincial  federations  which  are  entrusted  with  the  extremely  delicate 
task  of  inspection,  constitutes  a  moral  guarantee  which  in  this  case  suc- 
cessfully replaces  the  material  securities  found  in  the  majority  of  credit 
institutions  in    the  form  of  subscribed  capital  and  accumulated  reserves. 

To  this  moral  security  must  be  added,  in  the  case  of  unlimited  lia- 
bility societies,  the  material  guarantee  of  the  liability  of  the  members 
and  indirectly  of  their  landed  property. 

It  is  held,  however,  that  such  a  low  proportion  of  owned  capital 
does  not  furnish  an  adequate  margin  to  meet  a  possible  fall  in  the  amount 
of  the  deposits  (1).  And  on  this  account  the  National  Federation,  as 
we  have  already  said,  constantly  urges  that  the  value  of  the  shares  taken 
by    members    should    be    increased. 

In  analysing  the  banks'  own.  capital  we  note  this  farther  singular 
fact  — the  reserve  fund  amounts  to  more  than  double  the  share  capital. 
Two  factors  contribute  to  this.  The  profits  are  high  in  relation  to  the 
amount  of  capital,  and  the  proportion  of  profits  distributed  as  dividend 
is  very  small,  the  bulk  of  profits  being  carried  to   the  reserve  fund. 

Turning  to  average  figures  we  find  that  the  share  capital  per  bank 
amounted  for  the  whole  Empire  to  an  average  of  1,879  marks,  with  a 
maximum  of  14,769  marks  in  Rhenish  Prussia  (which  showed  also  the 
highest  contribution,  per  member),  and  a  minimum  in  the  Alsace-Lorraine 
Inspection   Federation  with  only  427  marks  per  bank. 

The  average  reserve  for  the  Empire  was  4,468  marks  per  bank,  with 
a  maximum  of  20,351  in  the  Ermland  Federation  and  a  minimum  of  461 
marks  in  the  Grand  Duchy  of  Baden. 

Finally  as  to  the  total  owned  capital  (share  capital  and  reserve), 
the  figures  yield  an  average  for  the  whole  of  Germany  of  6,347  marks, 
a  maximum  in  the  Federation  of  Bonn  (Rhenish  Prussia)  of  29,050  marks 
and  a  minimum  of  1,231  marks  in  the  Grand-Duchy  of  Baden. 

The  major  part  of  the  outside  working  capital  and,  more  gener- 
ally,  of  the  whole  working  capital  consists   of  savings  deposits.     It  is 

(1)  It  is  to  be  noted,  however,  that  the  existence  of  the  central  banks  increases  the  elas- 
ticity of  the  resources  of  the  rural  institutions.  When  necessar}-  they  are  prepared  to  make 
advances  Lo  rural  banks,  within  the  limit  of  credit  enjoyed  by  each  particular  bank. 
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easy  to  understand  that  these,  much  more  than  current  accounts  have 
found  favour  with  a  rural  population.  Rural  banks  have  at  all  times 
placed  great  faith  in  attracting  the  savings,  however  small,  of  the  inhab- 
itants of  the  district,  members  or  n  on -members.  This  attracting  of  small 
savings  forms  the  real  economic  strength  of  the  rural  banks.  It  is  the 
sinew  of  the  whole  system.  Sums  individually  very  small,  but  drawn 
from  an  enormous  number  of  depositors  (over  a  million  members  and 
an  indeterminable  number  of  non-members)  result  as  we  have  seen  in 
forming  a  fund  of  over  fifteen  hundred  million  marks. 

In  regard  to  the  savings  deposits,  which  may  be  made  indifferently 
by  members  or  non-members,  the  average  per  bank  was  129,645  marks. 
The  maximum  average  for  a  district  was  found  in  Ermland  where  it  a- 
mounted  to  a  million  and  a  half  marks,  and  the  minimum  average  in  the 
Alsace-Lorraine  Inspection  Federation,  for  which  it  was  only  50,000  marks. 

Only  a  limited  number  of  banks  receive  deposits  on  current  account 
and  such  deposits  may  be  made  only  by  members.  The  average  depos- 
its on  current  account  for  the  banks  which  do  this  class  of  business  were 
34,796  marks  per  bank. 

For  the  total  deposits  (that  is,  both  savings  deposits  and  current 
accounts)  the  average  for  all  the  banks  and  the  whole  Empire  was  145.784 
marks     per     bank. 

The  item  "  other  liabilities  "  is  made  up  of  the  funds  which  the 
banks  obtain  by  financial  transactions  with  third  parties  in  order  to  in- 
crease their  capital  when  the  sources  already  examined  prove  inadequate. 

The  constant  development  of  the  central  banks  and  their  excellent 
organisation  has  resulted  in  the  rural  banks  dealing  almost  exclusively 
with  them,  and  this  item  in  their  accounts  thus  consists  for  the  most 
part  of  loans  accorded  to  them  by  the  central  banks. 

It  will  therefore  be  convenient  to  deal  with  these  operations  when 
we  are  considering  the  central  banks.  It  will  be  enough  to  note  here 
that  these  liabilities  form  but  a  small  proportion  of  the  total  working 
capital  (8.5  per  cent)  and  this  indicates  the  high  standard  of  independ- 
ence already  attained  by  the  rural  banks. 

The  proportion  of  this  liability  to  the  total  capital  has  diminished 
steadily  :  in  1901  it  still  formed  19.7  per  cent  of  the  total,  and  in  1904 
16.6  per  cent.,  and  the  decrease  is  easily  explained.  In  the  course  of  time 
as  the  rural  banks  step  by  step  became  consolidated  and  inspired  confid- 
ence in  the  rural  population,  the  savings  deposits  increased  (in  1901 
they  amounted  to  only  61.5  per  cent.,  in  1904  to  68.4  %  of  the  working 
capital)  thus  permitting  the  rural  banks  to  rely  more  and  more  on  their 
own  resources  and  correspondingly  less  on   outside  support. 

The  Granting  of  Loans,  etc. — The  capital  obtained  from  the  various 
sources  just  examined,  is  employed  for  the  most  part  in  making  advances 
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to  members,  since  that  is  the  real  object  of  the  rural  banks.  Surplus 
money  is  devoted  to  safe,  profit-yielding  investment,  and  is  in  practice 
chiefly    deposited    with    the    central    banks. 

The  rural  banks  make  loans  of  two  kinds,  viz.  loans  on  current  ac- 
count  and    loans    for   fixed   periods. 

Examining  the  total  of  the  credit  operations  for  1910  we  find  the 
following    figures  : 

Percentage 
Harks  of  the  total 

Iyoans  on  current  a ccount 465,425,380  21.8% 

Loans  for  fixed  periods 1.190,967,882  55-8% 

Other  assets  (1) 478,578,543  22.4% 


Total   .    .    .     2.134,971,805         100.  — 

The  loans  on  current  account  were,  therefore,  about  a  third  of  the 
total  loans.  In  all  the  banks  there  is  a  tendency  to  extend  the  practice 
of  giving  loans  on  current  account.  This  is  generally  the  most  convenient 
form  of  loan  for  the  members,  for  whom  the  small  rural  bank  serves  as 
banker,  just  as  the  great  banking  institutions  do  for  the  merchants  and 
manufacturers  of  the  city.  But  this  form  of  loan  requires  a  higher  eco- 
nomic education  in  the  members  and  more  advanced  social  conditions. 

The  members  guarantee  the  fulfilment  of  their  obligations  to  the 
bank  by  finding  sureties,  by  the  deposit  of  valuables  (share-certificates 
etc.),  by  giving  a  mortgage  or  by  their  mere  promise.  The  finding  of 
sureties  is  the  form  of  security  usually  preferred. 

The  period  of  the  loans  varies  from  six  months  to  2  or  3  years  and 
even    more    in    exceptional    cases. 

Various  other  arrangements  have  been  thought  out  to  diminish 
the  risk  of  the  loans  granted  by  the  rural  banks.  Thus,  for  example, 
the  law  relating  to  co-operative  societies  lays  it  down,  that  the  General 
Meeting  shall  fix  the  maximum  limit  beyond  which  loans  must  not  be 
made  to  the  members,  whatever  may  be  their  financial  position  or  what- 
ever   the    security    offered. 

The  principal  safeguard,  however,  for  the  success  of  the  rural  banks 
lies  in  their  very  constitution.  The  limited  area  of  operations  and  the 
nature  of  rural  life  make  it  possible  for  each  member  to  keep  an  eye  upon 
the  affairs  of  his  fellow-members,  in  which,  moreover,  he  is  directly  in- 
terested, so  that  he  can  easily  judge  at  any  moment  of  their  solvency 


(1)  This  figure,  again,  does  not  appear  in  the  returns.     It  is  the  difference  between  the 
sum  of  the  loans  made  and  the  total  for  all  credit  operations. 
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and  of  the  manner  in  which  they  are  utilising  the  money  obtained  from 
the    bank. 

With  respect  to  the  operations  included  under  "  other  assets," 
as  in  the  case  of  "  other  liabilities,"  the  statistical  data  for  a  more 
minute  examination  are  lacking. 

They  consist  for  the  most  part  of  deposits  placed  with  the  central 
banks,  and  here  we  note  a  tendency  opposite  to  that  observed  in  the  case 
of  the  unclassified  liabilities,  viz.,  that  the  proportion  they  form  of  the 
total  constantly  increases.  They  formed  in  1901  only  14.8  per  cent. 
of  the  total  ;  in  1904  they  reached  21. 1  per  cent. 

This  is  explained  by  the  fact  that  while  the  amount  which  the  banks 
attract  in  deposits  constantly  increases,  the  applications  for  loans  from 
the  members  do  not  increase  so  rapidly,  and  the  banks  therefore,  find 
themselves  with  a  growing  proportion  of  surplus  money  (1). 

Liabilities  compared  with  Assets.  —  In  the  same  connection,  it  is 
interesting  to  compare  the  liabilities  with  the  assets,  leaving  out  of  account 
capital  obtained  from,  and  loans  made  to,  third  parties. 

We  shall  consider,  that  is  [to  say,  on  the  one  hand  the  banks  own 
funds  and  the  deposits,  whether  on.  current  account  or  as  savings  de- 
posits ;  and  on  the  other  hand  only  the  loans  made  to  members. 

We  have  then,  for  all  the  rural  banks  affiliated  to  the  National  Fed- 
eration, excluding  only  the  Bavarian  Federation  which  furnishes  data 
not  entirely   comparable  : 

Liabilities.  —  Funds  provided  by  members 

or  local  depositors   ....  Marks     1,633,02,9921 
Assets.  — Iyoans  to  members    .    .    .    .Marks     1,381,78,8540 

It  appears,  then,  that  the  rural  banks,  viewed  as  a  whole,  are  not 
only  in  a  position  to  provide  for  themselves,  but  show  over  and  above 
this,  a  really  vast  sum  of  surplus  working  capital.  In  other  words  the 
German  rural  classes  as  a  community  have  succeeded,  by  means  of  or- 
ganised co-operative  credit,  in  more  than  meeting  their  own  needs  for 
credit    facilities. 

We  have  said  "  as  a  community,"  because  if  we  leave  total  figures 
and  turn  to  individual  cases,  we  find  banks  in  which  the  deposits  are 
superabundant,  and,  on  the  other  hand,  banks  in  which  the  loans  far 
exceed  the  deposits. 

This  emphasises  the  great  importance  of  the  central  banks,  provin- 
cial and  general,  whose    function  it  is  to  provide    for  the    balancing  of 

(1)  The  year  1907 — a  crisis  year  —  alone  shows  a  pause  in  this  upward  movement. 
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resources  of  the  rural  banks,  furnishing  working  capital  to  the  banks 
which  have  need  of  it  from  the  surplus    deposits  of  other  banks. 

Other  co-operative  organisations  are  also  affiliated  to  the  central 
banks,  and  these  having  as  a  rule  a  deficiency  of  business  capital,  absorb, 
through  the  medium  of  the  central  banks,  the  major  part  of  the  surplus 
working  capital  of  the  co-operative   rural   barks. 

Total  Business  Done  [Incomings  and  Outgoings). — So  far  we  have 
considered  the  figures  relating  to  the  balance  at  the  end  of  the  year,  which 
do  not  enable  us  to  judge  accurately  of  the  business  really  done  by  the 
banks.  The  working  capital  and  the  investments  are  not  stationary, 
but  are  constantly  being  renewed,  creating  thus  a  continuous  flow  of  cap- 
ital  through   the    banks. 

The  total  business  done — that  is  to  say,  all  credit  and  debit  transactions 
made  throughout  the  year  added  together  —  amounted  to  4,490,000,000 
marks  with  an  average  per  bank  for  the  individual  banks  (not  for  the 
Federations)  of  386,028  marks.  This  figure  for  the  year's  transactions 
of  the  banks  ranges  from  a  minimum  of  11 1  marks  to  a  maximum  of 
nearly    60    million. 

A  factor  of  great  importance  in  judging  the  business  of  credit  instit- 
utions is  the  rate  of  circulation  of  the  working  capital.  Other  factors 
remaining  unchanged,  the  total  business  done  depends  on  the  rapidity 
with  which  the  working  capital  renews  itself  throughout  the  year.  The 
greater  the  divergence  between  the  working  capital  as  shown  at  the 
end  of  the  year  and  the  total  of  the  whole  transactions  during  the  year, 
the  greater  the  rapidity  of  circulation  of  the  capital. 

For  the  Empire  as  a  whole  the  working  capital  is  equal  to  43  per 
cent  of  the  total  business  done.  We  find  thus,  that  the  rate  of  cir- 
culation of  capital  is  at  its  minimum  in  the  Provincial  Federations  of 
Baden  and  Farmland  with  proportions  of  84  per  cent,  and  80  per  cent, 
respectively,  and  at  its  maximum  in  Oldenburg  and  Schleswig-Holstein 
with  18  per  cent,  and  9  per  cent. 

These  differences  are  explained  chiefly  by  the  different  nature  of  the 
loans  granted  by  different  banks  :  where  loans  for  fixed  periods  prevail 
the  rate  of  circulation  is  less,  while  it  is  higher  where  there  is  a  preference 
for  loans  on  current  account. 

Business  Profits.— The  object  of  the  rural  banks  is  to  give  credit 
to  their  members  on  favourable  terms  and  not  to  make  a  commercial 
profit. 

The  Raiffeisen  system,  accordingly,  does  not  admit  of  any  distri- 
bution of  dividend,  all  the  profits  realised  being  carried  to  the  reserve 
fund  or  to  the  creation  of  institutions  of  public  utility.  The  Darmstadt 
Federation,  on  the  other  hand,  allows  a  distribution  of  dividend  on  the 
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shares,  which,  however,  must  not  exceed  the  maximum  rate  of  interest 
charged  to  borrowers. 

The  prosperity  of  the  German  rural  banks  is  shown  by  the  fact  that 
the  great  majority  closed  their  financial  business  for  1910  with  a  respect- 
able profit.  Out  of  the  12,796  banks  for  which  we  have  detailed  returns, 
11,795  amounting  to  92.2  per  cent  closed  the  year  with  a  profit  while 
only  911  or  7.12  per  cent,  had  to  declare  a  loss,  and  90  banks  or  0.7  per 
cent,  closed  the  year  with  perfectly  balanced  accounts  and  neither  pro- 
fit nor  loss   to   record. 

The  total  profit  realised  by  the  banks  which  showed  any  profit  was 
8,838,503  marks,  equivalent  to  an  average  of  749  marks  per  bank  while 
the  total  deficit  of  the  other  911  banks  reached  1,765,469  marks — an 
average  of  1,937  marks   for  these  banks. 

Even  if  we  deduct  from  the  above  mentioned  profits  the  total  of  the 
losses  incurred  by  the  less  prosperous  banks,  there  still  remains  a  "net 
profit  cleared  of  losses  "  of  7,073,034  marks,  a  very  remarkable  figure. 
These  profits  represent  in  fact  little  less  than  30  per  cent,  of  the  banks' 
share  capital. 

Nor  is  this  high  percentage  of  profit  obtained  by  the  banks  exacting 
interest  from  their  debtors  at  an  excessively  high  rate.  It  is  due  again 
to  the  fact  to  which  we  have  repeatedly  had  occasion  to  refer,  that  the 
proportion  of  share  capital  figuring  in  the  total  working  capital  of  the 
banks  is  very  small  indeed.  When  the  figures  representing  net  profit 
are  taken  in  conjunction  with  total  working  capital  they  prove  to  be  only 
0.4  per  cent.  As  this  percentage  proves,  the  rural  banks  work  on  an 
absolutely  minimum  margin  between  the  interest  on  money  borrowed 
and  the  interest  on  money  lent. 

I/astly,  in.  accordance  with  their  real  scope  the  rural  banks,  in  spite 
of  realising  high  profits,  distribute  but  a  small  part  in  dividends.  In 
the  majority  of  cases  in  which  a  dividend  was  declared  it  amounted  only 
to  4  per  cent.,  or  even  less,  and  in  many  banks  no  dividend  at  all  was  paid. 

The  bulk  of  profits  goes  to  the  reserves,  as  is  shown  by  their  constant 
and  rapid  increase.  Between  1909  and  1910  the  reserve  fund  of  the  rural 
banks  increased  by  more  than  6  million  marks,  while  the  realised  profit 
in  1909  amounted  to  7  million  marks.  The  banks,  that  is  to  say,  devoted 
approximately  88  per  cent.  (1)  of  the  year's  profits  to  increasing  their 
reserves  with  the  object  of  strengthening  their  financial  position  by  be- 
coming more  self-sufficing. 


(1)  To  the  reserve  fund,  as  we  have  already  said,  are  devoted  also  the  entrance  fees  of 
new  members,  but  the  increase  from  this  source  is  insignificant,  the  fees  being  fixed  so  low. 
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3.  Statistics  of  the  rural  banks. 


The  following  statistics  will  show,  better  than  it  can  otherwise  be 
indicated,  the  great  development  in  Germany  of  the  rural  banks,  which 
were  so  modestly  initiated  in.   1862. 

We  give  first  a  table  relating  to  the  number  of  banks  legally  established 
in  Germany,  as  shown  by  the  returns  of  the  National  Federation  as 
registered  in  the  Gazette  of  the  Empire. 


Table  I. 

Number  of  Rural  Banks  in  Germany  on  June  1st.  in  each  year 
from    1890    to    1912. 

Year  Number  Year  Number 

1890 1.729  1902 11,121 

189I 2,134  I9O3 11,750 

1892 2,647  1904 I2,477 

1893  . 3,040  1905 13,181 

1894 3,850  1906 13,635 

1895 4,872  1907  ......  14,096 

1896 6,391  1908 I4,7°9 

1897 7,612  1909 15,158 

1898 8,595  1910 15,517 

1899 9,208  1911 15,990 

1900 9.793  i9T2 16,774 

1901 10,487 


We  now  give  some  figures  showing  the  business  dor  e  by  the  12,797 
rural  banks  embraced  in  the  National  Federation  in  1910.  It  should  be 
noted  that  while  the  fign.res  in  the  preceding  Table  are  derived  from 
information  which  the  societies  are  bound  by  law  to  publish,  the  follow- 
ing figures  are  privately  collected  by  the  National  Federation. 


THE  FEDERATIONS  OF  THE  RURAL  BANKS  21 


Table  II. 

Business  done  in  1910  by  the  Rural  Banks  affiliated  to  the 
National  Federation. 

Aggregate  Average 

figures  per  bank 

Number  of  banks  of  which  particulars 

are  given I2>797 

Membership 1,208,997  96 

Marks.  Marks. 

Total  business  done   (incomings   and 

outgoings) 4,940,008,919(1)  386,028 

Working  capital  (2) 2,127,898,771  166,294 

Paid-up  share  capital 24,047,345  1,&79 

Reserve  funds 57,168,784  4,468 

Deposits  in  hand  at  end  of  year   .    .    .      1,865,603,806  145,784 

IyOans  outstanding  at  end  of  year.    .    .      1,656,393,262  129,436 

Loans  granted  during  the  year  (3)    .    .        993,403,073  (4)  77,628 


§  4.  The  federations  and  central  institutions  of  the 
rural  banks  (5). 

The  rural  banks  felt  from  the  beginning  the  need  of  combination 
amongst  themselves  for  common,  purposes.  The  need  was  two-fold.  On 
the  one  hand  a  common  organisation  was  required  to  direct  the  move- 
ment and  to  give  it  uniformity  ;  on  the  other  hand,  there  was  need  of 
central  institutions  which  might  equalise  the  need  of  credit  of  the  individ- 
ual banks,  supplying  them  with  money  when  reqvdred  and  employing 
their   surplus    funds. 

For  the  first  of  these  objects  the  Federations  were  formed  ;  for  the 
second    the    Central    Institutions. 

(1)  1,176,831,421  dollars  or  £241.815,634. 

(2)  Total  liabilities  less  net  profit  for  the  37ear. 

(3)  More  precisely,  the  total  payments  made  by  the  banks  in  the  granting  of  loans  for 
fixed  periods  and  for  transactions  in  current  account. 

(4)  236,653,243  dollars  or  £48,627,572. 

(5)  We  adopt  here  a  distinction  which  is  not  in  general  use  in  English  The  word  "  Fed- 
eration "  will  be  employed  to  indicate  a  central  organisation  of  co-operative  societies  for  such 
purposes  as  propaganda,  education,  supervision  and  mutual  defence.  By  "  Central  Insti- 
tution "  we  shall  mean  a  central  organisation  of  co-operative  societies  for  business  purposes. 
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(a)  The  Federations. 

The  Federations  of  co-operative  societies  are  unions  formed  for 
propaganda,  education,  and  mutual  defence.  They  embrace  not  only- 
rural  credit  societies,  but  rural  co-operative  societies  of   every  kind. 

We  have  already  mentioned  the  existence  of  two  great  Federations 
which  embrace  the  whole  Bmpire  within  their  sphere  of  operations — 
the  Federation  of  Agricultural  Co-operative  Societies,  with  headquarters 
in  Berlin,  founded  by  Raiffeisen  in  1877,  ar,A  the  National  Federation 
of  German  Agricultural  Co-operative  Societies,  which  was  founded  in 
1883  and  has  its  headquarters  at  Darmstadt.  For  a  long  time  these  led 
a  separate  existence,  each,  propagating  its  own  ideas  ;  sometimes,  too, 
there  was  hostility  between  them.  Finally  in.  1905  the  Raiffeisen  Feder- 
ation became  affiliated  to  the  National  Federation  of  Darmstadt.  There 
is  now,  therefore,  a  single  organisation,  the  National  Federation  of  Darm- 
stadt, which  embraces  a  very  large  majority  of  the  German  agricultural 
co-operative  societies.  It  contained  on  June  1st.,  1912,  no  less  than 
20,435  co-operative  societies,  including  77  central  co-operative  societies 
13,606  co-operative  credit  societies,  2,241  co-operative  distributive  so- 
cieties, 2,193  co-operative  dairies  and  2,318  co-operative  societies  of  other 
kinds. 

The  National  Federation  is,  in.  reality,  composed  of  Provincial 
Federations.  In  fact  only  five  co-operative  societies,  of  which  four  are 
central  institutions,  are  directly  affiliated  to  the  National  Federation, 
while  all  the  rest  are  indirectly  attached  to  the  National  Federation  by 
being  affiliated  to  the  respective  Provincial  Federations.  These  are  fed- 
erations which  embrace  the  co-operative  societies  in  a  denned  portion 
of  the  territory  of  the  Empire,  and  which,  although  affiliated  to  the  Na- 
tional Federation,  enjoy  a  large  degree  of  autonomy. 

Besides  the  work  of  instruction,  organisation  and  propaganda,  the}T 
fulfil  in  almost  every  case  the  very  important  function  of  inspection, 
assigned  to  them  by  the  I^aw  of  1889.  For  this  purpose  they  employ 
inspectors,  who,  by  frequent  visits,  supervise  the  management  and  the 
conduct  of  tne  business  of  the  affiliated  societies.  The  number  of 
Provincial  Federations  affiliated  to  the  National  Federation  is  41.  All 
except  two  exercised  the  legal  function   of  inspection. 

Besides  these,  there  are  some  independent  federations  which  embrace 
a  limited  number  of  societies,  and  of  which  the  most  important  is  the 
Federation  of  Wiirtemberg  with  head  offices  at  Stuttgart. 

Of  the  26,026  rural  co-operative  societies  legally  established  in  Ger- 
many   (June  1912)    no  less  than  23,938    (that  is,  92  per  cent.)  belonged 
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to  federations.  Of  these  20,435,  or  85  per  cent,  of  the  total  were  affiliated 
to  the  National  Federation.  These  facts  indicate  the  completeness  of  the 
federal  organisation  and  the  outstanding  importance  of  the  National  Fe- 
deration, and  show  that  the  figures  quoted,  though  confined  to  the  rural 
banks  within  this  Federation,  suffice  to  present  a  true  picture  of  rural  co- 
operative  credit  in   Germany. 


(b)  The  Central  Banks. 

As  we  have  already  indicated,  the  second  method  of  centralising 
rural  banks  and  co-operative  societies  in  general  is  the  formation  of  cen- 
tral banks.  Between  these  and  the  federations  there  is  no  confusion 
of  functions,  but  they  mutually  support  one  another.  The  central  banks 
undertake  the  provision  of  capital  for  the  rural  banks  and  the  utilisation 
of  their  surplus  funds,  always  keeping  in  touch  with  the  corresponding 
federation,  to  which  they  are  usually  linked  by  the  fact  that  the  same 
persons  manage  the  business  of  both  institutions.  Further,  the  central 
banks,  as  a  rule,  only  admit  co-operative  societies  which  already  belong 
to  the  federation  of  their  province. 

The  provincial  central  banks  are  co-operative  societies  with  limited 
liability.  The  Bank  of  Darmstadt  alone  is  a  company  with  liability 
limited  by  shares,  having  been  founded  before  the  I^aw  of  1889  allowed 
the  formation  of  central  co-operative  societies  composed  of  other  co- 
operative societies. 

In  1910,  there  were  affiliated  to  the  National  Federation  34  provin- 
cial central  banks,  of  which  33  were  distributed  throughout  the  various 
regions  of  Germany  and  one  was  in  the  German  colony  of  South-west 
Africa. 

Speaking  broadly,  it  may  be  said  that  the  central  banks  fulfil  the 
same  functions  for  the  rural  banks  which  the  rural  banks  fulfil  for  their 
members. 

As  in  the  case  of  the  rural  banks,  the  working  capital  is  furnished 
by  the  share  capital,  by  the  deposits  of  the  members  (who  may  be  also 
private  individuals  but  are  generally  co-operative  societies)  and  by 
the  sums  which  they  procure  by  loans  from  the  general  central  banks, 
or  the  Prussian  Central  Bank  (of  which  we  shall  speak  presently)  and 
from  other  banks  or  private  bankers.  In  like  manner  as  we  have  seen 
in  the  case  of  the  separate  rural  banks,  the  most  important  part  of  the 
working  capital  is  formed  by  the  deposits  of  the  members.  This  is  clear- 
ly shown  by  the  following  table,  which  indicates  the  working  capital  of 
the  provincial  central  banks  at  the  end  of  1910. 
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Percentage 

Marks  of  the  total 

Paid-up  capital       22,721,580  7.9  (  „  _ 

Reserve  funds 5,298,483  1.8  ' 

Deposits  of  the  members       210,594,351  72.8 

Iyoans  from  the  general  central  banks 

and  the  Prussian  Central  Bank   .    .    .  15,725,861  5.4  , 

L,oans  from  other  banks  or  from  private  I 

individuals  and  liabilities  in  respect  >  16. 1 

of  bills      30,878,965  10.7 1 

Other  items 4,042,990  1.4/ 


Total   .    .    .         289,262,230  (1)        100. 0 

From  these  figures  we  see  that  of  the  working  capital  of  the  Provin- 
cial Banks  9.7  %  is  formed  by  the  funds  of  the  banks  themselves  (share- 
capital  and  reserve),  72.8  %  by  deposits  and  16. 1  %  by  loans  contracted 
with  third  parties.  If  we  compare  these  percentages  with  the  correspond- 
ing figures  for  the  rural  banks,  we  shall  see  that  the  funds  of  the  banks 
themselves,  though  representing,  in  both  cases,  only  a  small  proportion 
of  the  total  available  capital,  is  appreciably  higher  in  the  central  banks 
than  in  the  rural  banks,  while  the  proportion  of  the  deposits  is  less  and  of 
the  loans  from  third  parties  greater.  Accordingly  the  central  banks, 
by  regulating  the  rate  of  interest,  endeavour  to  increase  the  amount 
of  the  members'  deposits  and  thus  to  lessen  the  necessity  of  having  re- 
course to  outside  sources  of  capital. 

The  central  banks  utilize  their  working  capital  in  making  loans 
to  the  co-operative  societies,  either  in  the  form  of  advances  on  current 
account,  or  of  loans  for  fixed  periods.  The  first  kind  is  by  far  the  most 
usual,  unlike  what  we  have  seen  in  the  case  of  the  rural  banks.  This  is 
explained  by  the  fact  that  the  central  banks  are  dealing  with  economic 
organisms  which  are  more  developed  and,  therefore,  better  adapted  to 
this  more  advanced  form  of  credit.  At  the  end  of  1910  the  Provincial 
Central  Banks  had  about  184,600,000  marks  outstanding  on  loan,  of  which 
176,800,000  marks  (that  is  95.7  per  cent.)  were  loans  on  current  account 
and  7,800,000  marks,  4.3  per  cent.)  loans  for  fixed  periods.  The  remainder 
of  the  capital  was  invested  in  securities  or  in  discounting  bills -of -exchange, 
or  deposited  with  the  general  central  banks  or  with  other  banks  or  private 
bankers. 

Besides  the  provincial  banks  of  which  we  have  spoken,  there  are 
also  two  general  central  co-operative  banks  which,  unlike  the  provincial 
banks,  have  a  sphere  of  operations  which  is  not  limited    to  that  of  a  pro- 

(1)  68,909,435  dollars  or  £14,159,529. 
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vincial  federation,  but  extends  over  the  whole  Empire.  These  are  the 
Central  Agricultural  Loan  Bank  of  Germany,  with  headquarters  at  Ber- 
lin, which  was  founded  by  Raiffeisen  in  1876  and  until  recently  had  its 
headquarters  at  Neuwied,  and  the  National  Bank  for  Co-operative  Socie- 
ties, with  headquarters  at  Darmstadt,  established  in  1902  by  the  National 
Federation.  Both  of  these  banks  are  companies  with  liability  limited 
by    shares. 

The  Darmstadt  Bank  deals  almost  exclusively  with  the  36  central 
co-operative  institutions  some  of  which  are  co-operative  central  banks 
while  others  again  are  co-operative  central  institutions  of  other  kinds. 
To  the  Berlin  Bank,  on  the  other  hand,  are  affiliated  4,463  rural  banks 
of  the  pure  Raiffeisen  type  scattered  over  the  whole  of  Germany.  The 
loans  granted  to  members  amounted,  in  the  case  of  the  Berlin  Bank, 
to  65,800,000  marks  (of  which  2,000,000  were  loans  for  fixed  periods) 
and  in  the  case  of  the  Darmstadt  Bank  to  about  11,000,000  marks, 
all   being  loans    on    current  account. 

The  following  Table  gives  aggregate  statistics  of  the  provincial  banks 
and  separate  statistics  of  the  two  general  banks  for  the  financial  yearicjio. 
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Table  III. 

Business  done  by  the  Provincial  Central  Banks  and  the  two  General  Central 

Banks  in  1910. 


Aggregate 

figures  for  the 

Provincial 

Banks 

- 

National  Bank 

for 

Co-operative 

Societies 
(Darmstadt). 

Central 
Agricultural 
I/Dan  Bank 
of  Germany 

(Berlin). 

Aggregate 

figures 

for  Provincial 

and 
General  Banks 

Number   of  banks   of 

which  particalars  are 

34 

I 

I 

36 

n,3i9 

48 

4.403 

15.830 

Marks 

Marks 

Marks 

Marks 

Sum  guarantee!  by  the 

limited    liability    of 

the  members.  .    .    . 

266,258,500 

5,000,000 

8,613,000 

279,871,500 

Total    business    done 

(incomings  and  out- 

goings)     

4973342,117 

610,020,844 

900,600,000 

6,483,962,961 

(1) 

Paid-up  share  capital. 

22,721,580 

5,000,000 

8,613,000 

36,334.58o 

Reserve  funds  .... 

5,298,483 

114,656 

570,986 

5,984,125 

Deposits   from    mem- 

bers   at  the  end  of 

210,594,351 

13,136,965 

88,934,104 

312,665,420 

Toans  outstanding  to 

members  at  the  end 

of  the  year  .... 

184,684,006 

10,879,224 

65,868,503 

261,431,733 

Payments     made     to 

members  during  the 

year 

726,281,775 

(2) 

(2) 

(1)  1,544,640,747  dollars  or  ; 

(2)  No  returns  available. 
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CHAPTER  II. 

POPULAR  BANKS  IN  GERMANY:  THE  SCHULZE-DEUTZSCH 

SYSTEM. 

The  rural  banks  and  their  central  banks  are  not  the  only  co-opera- 
tive societies  in  Germany  which  provide  agriculture  with  personal  credit; 
we  must  also  take  account  of  the  popular  banks  on  the  Schulze-Delitzsch 
system. 

These  banks,  which  were  formed  before  the  rural  banks  and  served 
as  models  for  the  first  banks  founded  by  Raiffeisen,  assisted  largely  at 
the  beginning  of  the  co-operative  movement  to  combat  usury  even  in 
the  country.  Even  now,  notwithstanding  the  great  development  of  the 
rural  banks,  they  are  largely  utilised  by  farmers,  many  of  whom  belong, 
as  we  shall  now  see,  to  the  banks  themselves. 

While  Raiffeisen  adapted  co-operation  to  the  needs  and  to  the  ment- 
al attitude  of  the  farmers,  Schulze-Delitzsch  devised  organisations  spe- 
cially suited  to  the  needs  and  economic  character  of  town -dwellers.  The 
Schulze-Delitzsch  banks  have,  therefore,  unlike  the  rural  banks,  a  large 
range  of  business  in  an  extended  area  of  operations  ;  they  accumulate 
a  considerable  quantity  of  capital  and  they  distribute  fairly  high  dividends. 
They  do  not  follow  the  principle  of  unpaid  management  ;  on  the  contrary, 
their  management  is  rather  costly  and  is  conducted  on  strict  business 
lines.  They  are  based  mere  often  than  the  rural  banks  on  limited  liabil- 
ity and  they  carry  on  a  series  of  banking  operations  which  the  rural 
banks  only  undertake  exceptionally,  if  at  all.  In  fact  their  business 
approaches  more  closely  than  that  of  the  rural  banks  to  banking  business 
properly  so-called. 

The  greater  number  of  the  Schulze-Delitzsch  banks  are  affiliated 
to  a  general  federation,  of  which  we  shall  speak  in  due  course.  The  num- 
ber of  banks  affiliated  to  this  federation  increased  from  904  in  1901, 
to  952  in  1911,  while  the  membership  increased  during  the  same  period 
from  527,000  to  620,000  ;  the  loans  granted  in.  1901  amounted  to 
2,525,500,000  marks,  while  the  loans  granted  in  1911  amounted  to 
4,427,900,000  marks. 

There  exist  also  a  certain  number  of  independent  banks,  unattached 
to  the  Federation,  which,  however,  furnish  to  the  latter  statistics  for 
arrangement  and  publication  in  its  Year-book.  Of  1,051  banks  which 
furnished  particulars  of  their  working  in  1911  to  the  Federation,  952 
were  affiliated  to  the  Federation, and  99  were  independent  of  it.     The. par- 
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ticulars  which  follow  refer  (except  where  otherwise  indicated)  to  the  1,051 
banks,  including  in  this  way  the  popular  banks  which,  though  not  belong- 
ing to  the   Federation,  have   furnished  it    with  returns. 


§  1.  Organisation  of  the  popular  banks. 

There  are  marked  differences  between  the  popular  banks  and  the 
rural  banks,  both  in  regard  to  the  character  of  the  members  and  to  the 
size  of  their  shares. 

Membership.  — •  The  average  membership  of  the  popular  banks 
in  1911  was  639,  a  figure  considerably  higher  than  the  average  for  rural 
banks. 

Whilst  the  rural  banks  draw  their  members  chiefly  from  farmers, 
the   Schulze-Delitzsch  Banks  include   members   of  various    occupations. 

In  the  following  figures  are  shown  by  percentages  the  different  classes 
which  composed  the  membership  of  the  popular  banks  at  the  beginning 
of    1912. 

1.  Independent  agriculturists  (farmers,  etc.)    ....  26.61 

2.  Wage-earning  agriculturists  (labourers,  etc.)    .    .    .  2.42 

3.  Artisans 22.80 

4.  Merchants,  manufacturers,  etc 19.00 

5.  Workmen,  apprentices,  and    wage-earners   gener- 

ally    11.30 

6.  Professional  men,  civil  servants,  clerks,  etc.    .    .    .       9.09 

7.  Persons  living  on.  pensions  or  possessing  independ- 

ent means 8.78 


100.00 


The  class  most  largely  represented  are  the  independent  agricul- 
turists, who  are  usually  farmers  cultivating  small  or  medium-sized  hold- 
ings. Next  come  the  artisans.  These  two  classes  together  furnish 
about  half  the  total  membership.  Considering  the  members  from  the 
point  of  view  of  social  status,  we  may  say  that  the  popular  banks  contain 
principally  persons  belonging  to  the  lower  middle  classes,  without,  how- 
ever, excluding  either  the  working  classes  or  the  persons  who,  like  civil 
servants,  manufacturers  etc.,  occupy  a  higher  social  and  economic  pos- 
ition . 

Women  formed  11. 5  %  of  the  total  members  and  by  this  figure 
also  —  relatively  a  high  one  —is  shown  how  wide  a  field  of  action  these 
banks  have. 
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Liability.  —  In  191 1,  out  of  the  952  banks  embraced  by  the  National 
Federation,  563  (that  is,  59.1  %)  were  based  on  unli  mi  ted  liability,  385 
(or  40.5  %)  on  limited  liability,  and  4  only  (0.4  %)  were  constituted  with 
unlimited    liability    to    make    supplementary    payments. 

Although  the  system  of  limited  liability  is  steadily  increasing,  un- 
limited liability  is  still  considered  the  best  system  on  which  to  establish 
popular  banks  in  districts  which  are  not  yet  familiar  with  co-operative 
credit. 

Shares. — The  shares  of  the  members  are,  as  we  have  already  re- 
marked, rather  high.  The  General  Congress  of  the  Popular  Banks  of 
1896  at  Wiesbaden  recommended  that  the  shares  should  be  at  least  300 
marks.  A  subsequent  Congress  recommended  for  banks  with  limited  li a  - 
bility  a  minimum  of  500  marks,  limiting  the  liability  of  the  members  to 
three  times  the  amount  of  the  shares. 

In  point  of  fact  in  740  of  the  banks  affiliated  to  the  National  Feder- 
ation the  shares  were  of  a  nominal  value  equal  or  superior  to  300  marks. 
It  is  not  necessary  that  the  shares  be  paid  for  in  ore  sum  :  they  may  be 
paid  for  by  the  members  in  monthly  instalments. 

Towards  payment  for  the  share  or  shares  subscribed  by  a  member 
are  placed,  in  addition  to  the  monthly  instalments,  any  dividend  which 
becomes  due  to  him  on  a  division  of  profits.  Only  when  the  share  is 
fully  paid  up  does  he  receive  such  dividend  in  cash.  The  prospect  of 
receiving  dividends  in  cash  incites  the  member  to  make  every  effort  to 
complete  his  payments  in  the  least  possible  time,  and  thus  become  the 
actual  owner  of  capital,  albeit  on  a  modest  scale. 

The  average  paid-up  capital  per  member  (not  the  nominal  value 
of  the  shares,  which  is  generally  a  round  figure)  is  368  marks,  but  there 
is  a  constant  tendency  to  increase  it.  If  we  regard  indeed  only  the  banks 
affiliated  to  the  National  Federation,  for  which  we  have  a  longer  series  of 
comparable  figures,  we  find  that  in  1882  the  average  was  223  marks, 
increasing  successively  to  226  marks  in  1892  and  to  276  in  1902,  and 
reaching  in  191 1  to  364  marks,  which  is  slightly  less  than  the  figure  for 
the  total  of  all  the  banks  together. 


§  2.   The    business    op    the    popular    banks. 

Working  capital. — The  aggregate  working  capital  of  the  popular 
banks  was  nearly  1,668,000,000  marks  at  the  end  of  1911,  giving  the 
truly  remarkable  average  of  1,587,298  marks  per  bank.  This  average, 
which  shows  the  financial  importance  of  the  popular  banks,  is  the  result 
of  a  continuous  upward  movement.  If  we  consider  again  only  those 
banks    affiliated    to    the   National    Federation    we    find    that    in     i{ 
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it  was  only  617,000  marks  ;  in  1898  it  rose  to  800,000  marks  and  in  1902 
it. reached  a  million.  In  the  last  twenty  years  the  aggregate  funds  at 
the  disposal  of  the  popular  banks  has,  therefore,  been  trebled. 

Examining  the  sources  from  which  these  funds  are  derived,   we  find 
the    following    figures    in    191 1  : 


The  Banks'  own.  funds  : 


Share  capital 
Reserve  funds 


Total    . 


Marks 

Percentage 
of 

Total  Working 
Capital 

247,294,344 

I4.8 

105,799,673 

6.4 

353,094,017 

21.2 

Capital  from  outside  sources  : 

Private  deposits 1,276,172,048 

Debts  contracted  with  banks  or 

associations 38,984,086 


Total 
Total  working  capital 


1,315,156,134 


76.5 

2-3 

78.8 


1,668,250,151    (1)  100. 0 


The  proportion  of  the  banks'  own  funds  (21.2  %)  is,  therefore,  appre- 
ciably higher  than  in  the  case  of  the  rural  banks. 

In  opposition  to  Raiffeisen,  who  wished  to  exclude  share-capital 
altogether,  Schulze-Delitzsch  proposed  to  furnish  capital  for  the  popular 
banks  exclusively  from  the  banks'  own  means. 

Saeing  that  this  was  unattainable  he  held,  later  on,  that  it  was  ne- 
cessary that  the  share  capital  should  form  a  third  of  the  working  capital. 
The  propaganda  for  increasing  the  amount  of  owned  capital  continues 
at  the  present  time.  The  tendency  is  hampered  in  a  marked  degree  by 
the  fact  that  the  higher  the  ratio  of  the  bank's  own.  funds  to  the  total 
working  capital,  the  lower  becomes  the  ratio  of  net  profits  to  share  cap- 
ital, and  the  lower,  therefore,   the  dividends. 

In  addition,  while  by  the  payment  of  a  reasonable  interest  a  very 
large  capital  may  fairly    easily  be  attracted  from    outside   sources,   the 


(I)  397,418,550  dollars  or  £81,661,670, 
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accumulation  of  directly  owned  capital  proves  a  much  slower  and  more 
difficult  operation.  So  that,  instead  of  the  desired  increase  in  the  ratio, 
there  is  to  be  observed  in  recent  years  a  slight  decrease. 

The  private  deposits  are  usually  distinguished  as  "savings  deposits" 
and  "  ordinary  deposits."  According  to  this  distinction  the  first  class 
comprises  deposits  of  small  amounts  coupled  with  long  notice  of  with- 
drawal; the  second,  deposits  of  large  sums  or  for  shorter  periods.  Now, 
however,  such  a  distinction  is  becoming  little  more  than  a  formal  one, 
and  in  the  returns  the  two  classes  are  grouped  together. 

To  the  capital  famished  by  banks  and  associations  indicated  in  the 
preceding  table  it  would  strictly  speaking  be  necessary  to  add  the  sums 
which  the  banks  acquire  by  re-discounting  with  third  parties  the  bills 
which  they  have  discounted   for  their  members. 

At  the  end  of  1911  there  were  in  circulation  bills  for  51,497,470  marks, 
so  that  including  also  this  item  among  the  outside  capital  we  have  a  grand 
total  for  such  capital  of  1,366,653,604  marks. 

Loans  and  Investments.  —  So  far  we  have  dealt  with  the  working  cap- 
ital of  the  banks.  We  must  now  examine  the  use  made  by  them  of  the 
funds  placed  at  their  disposal  by  their  creditors. 

Since  the  object  of  the  banks  is  to  supply  credit  for  their  own  members, 
they  should  in  theory  confine  themselves  to  the  single  function  of  granting 
loans  to  members  under  varying  forms.  For  two  reasons  this  does  not 
happen. 

Evidently  it  can  never  be  the  case  that  the  funds  on  hand  in  the 
banks  exactly  balance  the  demands  for  credit  which  they  receive. 

Just  as  in  the  case  where  their  own  funds  or  the  funds  drawn  from 
their  members  (the  banks'  own.  capital  and  deposits)  are  insufficient 
they  are  compelled  to  draw  from  outside  sources,  so,  in  the  parallel 
case  in  which  there  is  a  surplus  of  such  funds,  they  have  to  seek  outside 
fields    of   investment. 

In  the  second  place  they  are  bound  to  create  for  themselves  a  reserve 
fund  for  the  safety  of  their  own  operations  in  the  case  of  the  insolvency 
of  their  members  or  the  sudden  withdrawal  by  the  members  of  their 
deposits. 

We  must,  therefore,  distinguish  between  the  loans  granted  to  members, 
and  the  loans  made  to  third  parties  under  the  many  forms  familiar  to 
banking.  That  is  to  say,  on  the  one  hand,  "  loans,"  strictly  so-called, 
and,  on    the    other,    "investments." 

Examining  the  balance-sheets  of  the  banks  it  appears  that  at  the 
end  of  1911  out  of  assets  of  100  marks,  17.1  consist  of  investments,  ac- 
cording to  this  distinction,  and  the  remaining  82.9  marks  of  loans  to 
members  outstanding. 

The  composition  of  the  assets  is  seen  from  the  figures  which  follow  : 
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Marks  Percentage 

Ivoans  for  fixed  periods      469,660,330  28.0 

Ivoans  on  current  account 544,065,524  32.4 

Discount  of  commercial  bills        .    .    .     218.997.012  13. 1 

Mortgages    and  other  land    credits  .     158,086,387  9.4 

Investments        286,051,023  17. 1 


Total   .    .    .  1,676,860,276(1)  100.0 


Before  referring  in  detail  to  the  loans,  we  may  remark  that  the  as- 
sets included  under  the  heading  "  Investments  "  comprise  cash  in  hand, 
deposits  with  banks  and  associations  to  the  extent  of  71  million  marks, 
first-class  bills  (bankers'  acceptances)  to  20,800,000  marks,  shares  or 
bonds  to  108,200,000  marks,  and  real  property  to  58,400,000  marks. 
This  last  includes  office  buildings  to  the  value  of  30,700,000  marks,  and 
other  real  property  of  which  the  banks  have  assumed  possession  as  sec- 
urity for  loans  granted,  to  the  extent  of  27,700,000  marks. 

As  we  have  seen  from  the  figures  given  the  popular  banks  transact 
four  kinds  of  credit  operations — advances  for  fixed  periods,  advances 
on  current  account,  bill-discounting,  and  loans  on  mortgage. 

The  banks  being  for  the  most  part  urban  in  character  and  conduct- 
ing business  in  comparatively  advanced  districts,  the  current  a ccount 
loans,  as  we  might  expect  to  find,  fixed  the  long-period  loans,  whereas 
the  opposite  is  true  of  the  rural  banks. 

With  regard  to  fixed  period  loans,  these  are  only  in  the  most  excep- 
tional cases  granted  without  guarantee.  The  amount  so  lent  forms 
barely  1.9%  of  the  aggregate  fixed-period  loans.  The  guarantee  usually 
demanded  is  either  a  special  guarantee  in  the  form  of  pledges  or  a 
personal  guarantee  in  the  form  of  sureties.  L,oans  on  personal  gua- 
rantee form  86.7  %  of  the  total  loans.  The  popular  banks  in  fact  are 
designed  to  meet  the  needs  of  those  classes  who  are  not  in  a  position 
to  furnish  the  securities  necessary  for  doing  biisiness  with  the  ordinary 
banks.  The  remaining  11.4  %  of  the  amount  advanced  is  guaranteed 
by    pledges . 

The  borrower  may  give  as  receipt  for  the  debt  his  simple  note  of  hand 
(Schuldschein)  or  a  bill  (2).     The  employment  of  bills  in  this  connection 


(*)  399*469,695  dollars  or  £82,083,140. 

(2)  Accommodation-bills    (Vorschusswechsel)    are    here    referred    to,  and   must    not    be 
confused  with  commercial  bills,  to  which  we  shall  refer  later. 
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is  one  of  the  characteristics  of  the  Schulze-Delitzsch  system.  He  wished 
in  this  way  to  train  the  debtors  of  the  bank  to  punctuality  in  business, 
and  to  simplify  the  collecting  of  interest. 

Finally  the  popular  banks  having  familiarised  their  customers  with 
the  use  of  bills  have  succeeded  in  diffusing  the  business  of  bill-discount- 
ing, of  which  we  shall  treat  further  on,  and  do  a  huge  total  business  in 
receiving  bills  which  are  made  use  of  by  the  "  Syndicate  for  Receipts 
and  Circulation  "  to  which  also  we  shall  in  turn,  refer. 

The  period  of  the  loan  is  fixed  as  a  rule  at  three  months.  But  this 
term  may  be  considerably  extended  by  renewals,  which,  however,  are 
conditional  on  the  repayment  in  cash  of  at  least  10  %  of  the  amount.  In 
the  case,  of  bills  falling  due  the  renewal  is  effected  by  the  creation  of 
another  bill  for  a  lower  amount.  This  system  of  gradual  extinction  of 
debt  accustoms  the  member  to  punctuality  in  his  dealings  and  makes 
repayment  easier. 

I^oans  on.  current  account  are  not  made,  as  in  the  preceding  case 
for  a  fixed  amount  and  a  fixed  term,  but  are  loans  for  which  a  maximum 
is  fixed  within  which  at  any  time  the  borrower  may  obtain  credit  from 
the  banks.  He  is  also  free  to  make  repayment,  total  or  partial,  at  any 
time,  and  may  also  make  deposits  in  current  account  beyond  the  amount 
of  the  debt.  The  loans  may  be  guaranteed  by  sureties,  by  goods  or  other 
effects,    or   by   mortgages. 

Discount  refers  to  commercial  bills  which  actually  represent  dealings 
in  goods.  They  must  be  paid  on.  falling  due  in  their  entirety  and,  therefore, 
not  only  afford  extensive  security  to  the  popular  banks  but  may  in.  turn. 
be  re-discounted  with  other  institutions  when  it  is  necessary  to  increase 
the  working  capital. 

It  may  easily  be  understood  that  mortgages  and  other  land-credit 
intruments  can  form  but  a  small  proportion  of  the  business  of  the  banks, 
since  they  have  not  at  their  disposal  capital  adapted  to  this  form  of  in- 
vestment. 

Nor  is  it  possible  to  determine  when  the  banks  are  dealing  with 
genuine  mortgage  business  and  not  merely  with  mortgages  accepted  as 
additional  security  for  loans  granted  under  other  forms. 

Profits  and  Losses. — The  gross  profits  realised  in  191 1  amounted 
to  89,700,000  marks.  Of  this  sum  50,700,000  was  required  to  pay  the 
interest  on  capital  from  outside  sources.  The  gross  profits  represented 
5.29  %  of  the  total  working  capital  ;  the  sums  paid,  however,  by  way  of 
interest  on  borrowed  capital  represented  only  3.86  %  of  the  working 
capital.  The  banks,  therefore,  are  successful  in  procuring  the  capital 
they  employ  at  a  fairly  cheap  rate,  and  work  upon  a  margin  of  interest 
which  allows  them  a  fair  profit  without  pressing  unduly  on  their  debt- 
ors.    From  this  margin  must  still  be  deducted  the  management  expen- 
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ses,  which  in  the  year  indicated  exceeded  14,000,000  marks.  That  fig- 
ure represents  16.27  %  °^  the  §ross  profits  and  0.09  %  of  the  total  bus- 
iness done  (incomings  and  outgoings).  The  net  profit  available  for 
distribution  after  deducting  interest  on  borrowed  capital,  general  expenses, 
depreciation,  and  the  various  losses  was  over  22,000,000  marks  (including 
the  balance  brought  forward  from  the  previous  year).  This  figure  re- 
presents 8.45  %  of  the  share  capital  and  1.26%  of  the  working  capital. 

While  in  the  case  of  the  rural  banks  the  great  bulk  of  the  net  profit 
is  placed  to  the  reserve  fund,  in  the  popular  banks  29.7  %  — not  a  high 
proportion  —  was  devoted  to  the  reserve  in  1911.  About  60  %  of  the  net 
profit  —  13,000,000  marks  —  was  distributed  among  members  in  divid- 
ends, and  the  residue  was  spent  in  aid  of  the  propaganda,  in  works  of 
public  utility,  and  in  bonuses  to  employees. 

As  we  have  seen,  the  popular  banks  distribute  comparatively  high 
dividends.  The  dividends  must  indeed  form  an  inducement  and  a  re- 
ward to  the  subscriber  of  capital,  inciting  and  helping  the  member  to  ac- 
quire a  small  capital  of  his  own  by  the  payment  in  full  of  his  share.  It 
is  calculated,  in  proportion  to  the  amount  actually  paid  up  on  the 
member's  share  or  shares. 

Out  of  906  co-operative  credit  institutior.s  affiliated  to  the  National 
Federation  which  have  returned  information  on  this  point,  753,  or  more 
than  two  thirds  .distributed  dividends  ranging  between  5  and  7  per  cent. 
Glancing  at  the  extreme  cases  below  and  above  this  average,  we  find 
2  banks  which  have  distributed  in  dividends  only  2  %,  while  14  reached 
10  %,  one  bank  paid  18  %,  and  one  25  %.  But  as  may  be  seen  these 
cases  of  high  dividends  are  altogether  exceptional  and  occur  in  those 
banks  where  the  proportion  of  share-capital  to  total  working  capital 
is  low. 


§  3.  Statistics  of  the  popular  banks. 

The  statistical  returns  of  the  popular  banks  for  1911  refer  to  the  fol- 
lowing affiliated  and  non-affiliated  banks. 

Number 
of  members 
who  have  taken 
Number  Number  part  in  the 

of  Banks  of  Members  credit  business 

Affiliated  to  the  National   Federation      952  620,660  354,852 
Not  affiliated  to  the  National  Feder- 
ation              99              5i>i37  23,207 


Total  .    .    .   1,051  671,797  378>°59 
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• 

It  is  worth  noting  how  these  banks  really  apply  co-operative  prin- 
ciples in  relation  to  their  members.  More  than  half  of  the  members 
took  advantage,  during  the  course  of  the  year,  of  the  credit  facilities 
which   they    offered. 

The  following  table  contains  the  most  important  data  relating  to 
the  business  done  by  the  popular  banks  federated  and  non-federated 
in    1911. 

Table  IV. 

Business  done  by  the  Popular  Banks  in  191 1  [including  returns 
from  99  banks  not  affiliated  to  the  National  Federation). 

Total  Average  per  bank 

Marks  Marks 

Total  business   done    (incomings  and  —  — 

outgoings) 16,343,938,594(1)  15,806,517(2) 

Working  capital 1,668,250,151  1,587,298 

Paid-up  share  capital 247,294,344  235,294 

Reserve  funds ;'.'.'."..  105,799,673  100,666 

Deposits  at  end  of  year 1,276,172,048  1,214,246 

I/Oans  outstanding  at  end  of  year   .    .  1,390,809,253  1,323,318 

Ivoans  granted  during  the  year    .    .    .  4,647,752,971(3)  4,422,219 


§  4.  Federations  and  central  institutions    of  the  popular  banks. 

(a)  Federations. 

The  great  majority  of  the  Schulze-Delitzsch  banks  are  affiliated 
to  provincial  federations  (32  in  number),  which  in  turn  are  affiliated  to 
the    General   Federation    of    German    Co-operative    Societies. 

The  provincial  federations  include,  besides  the  urban  co-operative 
credit  societies,  co-operative  distributive  societies,  co-operative  produc- 
tive societies  and  co-operative  building  societies.  In  1912  the  federations 
embraced  1,551  co-operative  societies,  of  which  985  were  credit  societies, 
293  distributive  societies,  65  productive  societies  and  208  building  so- 
cieties. 


(x)  3,893,531,421  dollars  or  £800,043,875. 

(2)  Figures  are  obtainable  for  1034  banks  only  (939  affiliated,  95  un-affiliated).     In  cal- 
culating the  average  only  the  banks  which  furnish  returns  have  been  considered. 

(3)  1,107,209,999  dollars  or  £227,509,806. 
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(b)  Central  Institutions. 

For  the  popular  banks  the  need  of  central  banks  has  not  been,  felt 
so  strongly  as  for  the  rural  banks.  The  popular  banks  have,  in  fact, 
by  their  very  nature,  greater  facilities  for  obtaining  access  to  the  open 
money  market,  and  the  promoters  of  the  movement  even  hold  that  to 
be  bound  closely  to  specific  central  banks  would  be  a  hindrance  rather 
than  an  advantage  to  the  development  of  their  business.  Up  to  now 
three  provincial  federations  have  established  central  barks.  These  barks 
are   companies   with    limited   liability.     Their  importance  is  rot   great. 

To  equalise  the  funds  of  the  popular  banks  there  exists  a  special 
institution,  the  Syndicate  for  Circulation,  which  supplements  the  work 
of  a  special  section,  of  the  Dresden  Bank,  with  which  the  co-opera tive 
societies  have  current  accounts  so  as  to  facilitate  the  movement  of  their 
funds  and  to  equalise  the  various  debits  and  credits.  The  same  institu- 
tion also  serves  to  facilitate  the  cashing  of  bills  and  cheqves,  which  are 
immediately  credited  to  the  respective  accounts.  In.  the  year  191 1  the 
total  business  done  reached  nearly  791,000,000  francs. 


CHAPTER  III. 

THE  PRUSSIAN  CENTRAL  BANK  FOR  CO-OPERATIVE  SOCIETIES 
AND  STATE-AIDED  CO-OPERATIVE  BANKS  IN  GERMANY. 

(a)   The  Prussian  Central  Bank. 

We  have  had  occasion  to  refer  to  the  Prussian.  Central  Bank.  This 
Bank,  which  itself  is  in  no  wise  co-operative,  is  a  State  Institution  which 
serves  not  only  the  rural  co-operative  societies,  but  also  the  popular 
banks    and    the    savings    banks. 

Founded  by  the  L-aw  of  July  31st.,  1895,  it  received  from  the  Prus- 
sian Government  an  initial  foundation  capital  of  5,000,000  marks,  which 
has  been  successively  increased  to  20,000,000  marks  in  1896,  to  50,000,000 
marks  in  1898,  and  finally  to  75,000,000  marks  in  1909.  This  capital 
has  been  furnished  by  the  State  by  means  of  the  deposit  of  Prussian  con- 
solidated stock  at  3  per  cent.  The  affiliated  banks  can  further  contri- 
bute to  the  increase  of  the  foundation  capital  by  taking  shares. 

Although  placed  under  the  direct  control  of  the  State,  the  Bark 
is  an  independent  corporate  body,  with  its  own.  administration,  composed 
of  a  Committee  of  Management,  appointed  for  life  by  the  king,  assisted 
by  a  Council  of  Experts,    consisting  of  representatives  of  the  co-opera- 
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tive  societies,  chosen  by  the  king.     The  functions  of  the  Council  of  Ex- 
perts  are   merely  consultative. 

The  object  of  the  Bank  is  to  provide  working  capital  for  the  follow- 
ing institutions  : 

(i)  Central  banks  (not  for  the  co-operative  societies  separately) 
of  any  kind  of  co-operative  societies  legally  established  ;  not  only,  there- 
fore, for  the  provincial  or  general  central  banks  of  the  rural  banks,  but 
also  of  every  kind  of  co-operative  society; 

(2)  The  loan  banks  attached  to  the  co-operative  land  credit  in- 
stitutions   (landschaftliche    Darlehenskassen) ; 

(3)  The    provincial    or    communal    personal    credit    institutions ; 

(4)  The  public    savings  banks. 

From  all  these  institutions  the  Bank  also  receives  deposits  on  current 
account  or  savings  deposits. 

At  the  end  of  1911  the  Bank  had  business  relations  with  46  co-op- 
erative banks  of  which  26  were  rural  and  20  urban.  Besides  these  it 
counted  amongst  its  ordinary  clients  8  loan  banks  attached  to  land  cred- 
it institutions  ;  6  provincial  credit  institutions,  etc.  ;  917  public  savings 
banks  and  795  other  corporate  bodies  or  individuals. 

The  means  for  carrying  out  its  objects  the  Bank  derives  from  the 
75,000,000  marks  entrusted  to  it  by  the  Government,  from  the  deposits 
of  the  affiliated  corporations  and  from  loans  contracted  with  other  banks. 

The  Bank  cannot  lend  to  co-operative  societies  individually,  but  only 
to  unions  of  co-operative  societies  or  to  central  banks  composed  of  local 
co-operative  societies.  It  fixes  for  every  central  bank  a  maximum  lim- 
it of  credit,  based  upon  the  financial  condition  of  the  bank,  of  the  societ- 
ies which  compose  it,  and  of  their  members.  Within  these  limits  loans 
are  granted  according  to  the  available  capital  and  to  the  guarantees 
offered. 

In  regard  to  the  form  of  the  loans,  they  are  given  on  current  ac- 
count, on  the  security  of  bills -of -exchange  (which  the  Bank  discounts), 
or  against  the  deposit  of  goods  or  securities.  The  following  are  the  most 
important  particulars  relating  to  the  working  of  the  Bank  during  the 
year    191 1  : 

Marks 

Total  business  done   (incomings  and   outgoings)  16,398,110,726 

Total  liabilities 187,361,883 

Paid-up  share  capital 75,800,000 

Reserve  funds 7,500,000 

Deposits  in  hand  at  end  of  year 84,319,686 

Iyoans  to  co-operative  societies  and    institutions 

outstanding  at  end  of  year 54,734,182 

I/Oans  granted  to  co-operative  societies  and  sim- 
ilar institutions  during  the  year 1,117,202,241 
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(b)  State-aided  Co-operative  Banks  in  Germany. 

The  Prussian  Central  Bank  in  spite  of  its  success  has  not  been 
directly  imitiated,  although  various  states  have  granted  subsidies  under 
other  forms   to  credit  institutions. 

The  Central  Bank  of  the  Agricultural  Co-operative  Societies  of  Bav- 
aria has  been  founded  as  a  registered  co-operative  society  with  limited 
liability.  At  the  end  of  1909  it  had  2,157  members,  of  which  2,017  were 
co-operative  credit  societies. 

On  its  foundation  in  1893  it  received  from  the  State  free  of  interest 
a  loan  of  100,000  marks.  The  Bank's  need  for  funds  increasing  rapidly, 
the  Government  was  authorised  by  the  Law  of  January  24th.,  1898, 
to  grant  additional  loans  to  the  society  to  the  amount  of  1,900,000  marks. 
With  respect  to  these,  on  which  an  interest  of  3  %  is  payable,  the  Govern- 
ment reserves  the  right  to  call  for  repayment  at  any  time. 

The  Bank  has  also  been  assisted  in  its  development  by  the  current 
account  opened  to  it  under  specially  favourable  conditions  by  the  Royal 
Bank.  The  Central  Bank  may  in  fact  draw  upon  the  Royal  Bank  for 
credit  against  the  deposit  of  securities  up  to  a  million  in  marks  at  a  rate 
of  interest  less  by  1  %  than  the  normal  rate  demanded  by  that  bank, 
but  in  no  case  less  than  3  %. 

By  the  I^aw  of  July  1st.,  1900,  another  concession  of  2,000,000  marks 
was  made  to  the  Bank  at  an  interest  of  3  %  on  condition  that  it  should 
place  1,000,000  at  the  disposal  of  the  Credit  Bank  of  Central  Franconia, 
and  should  not  call  for  repayment  without  the  authorisation  of  the  State. 

The  Bavarian  Central  Bank  for  Working  Men  is  also  a  registered 
co-operative  society  with  limited  liability,  and  towards  strengthening 
its  position  as  regards  the  working  capital  at  its  command,  it  has  re- 
ceived from  the  State  a  loan  of  760,000  marks  on  favourable  terms. 

The  Agricultural  Bank  for  the  Co-operative  Societies  of  the  King- 
dom of  Saxony  also  enjoys  a  certain  amount  of  State-aid,  though  no 
direct  subvention .  The  State  has  placed  at  its  disposal  a  sum  of  9,000,000 
marks,  which  through  its  agency  is  advanced  to  the  individual  co-opera- 
tive societies,  the  Central  Bank  acting  as  guarantee  for  repayment  in  each 
case.  For  this  service  it  receives  a  commission  of  I  %  (delcredere)  and 
the  societies  pay  for  their  loans  at  the  rate  of  2%%. 
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CHAPTER  IV. 

CO-OPERATIVE  LAND  CREDIT  SOCIETIES  IN  GERMANY: 
"  LANDSCHAFTEN  "  AND  "  RITTERSCHAFTEN.  " 

Besides  the  co-operative  banks  of  which  the  preceding  chapters 
give  a  summary,  there  is  another  very  characteristic  form  of  co-oper- 
ative credit  in  Germany,  that  of  the  Eandschaften  and  Ritterschaften, 
co-operative  institutions,  organized  generally  for  a  province  or  some 
other  administrative  unit.  Their  object  is  to  obtain  for  their  members 
the  credit  they  require  for  land  improvement  by  means  of  bonds. 
Originally  these  bonds  were  guaranteed  by  the  landowners  of  the  province 
collectively.  In  some  of  the  oldest  Eandschaften  this  collective  guarantee 
is  still  in  force,  either  for  all  the  estates  entitled  to  obtain  mortgages 
from  the  Eandschaften  or  for  the  estates  actually  mortgaged.  The  ex- 
cellent system  of  valuation  and  the  almost  perfect  cadastre  and  mort- 
gage-registers allow  more  and  more  the  substitution  for  the  collective 
guarantee  of  a  guarantee  consisting  of  the  special  reserve  funds  of  the 
Eandschaften  or  of  a  limited  guarantee  of  the  members 

The  foundation  of  the  first  of  these  German  institutions  goes  back 
to  the  end  of  the  eighteenth  century.     There  are  now  25. 

It  is  in  Prussia,  and  above  all  in  the  five  Eastern,  provinces,  the  an- 
cient nucleus  of  the  Monarchy,  that  they  have  always  flourished  best. 
Even  to-day,  18  are  in  Prussia  and  10  of  these  in  the  five  Eastern  provin- 
ces. The  bonds  issued  by  the  10  Eandschaften  in  the  Eastern  provinces 
in  1908-1909  amounted  to  a  total  of  1,633,135,940  marks  (1). 

This  is  a  sufficient  proof  of  the  usefulness  and  of  the  vitality  of  this 
form  of  co-operative  credit,  but  it  will  give  an  even  better  idea  of  the 
important  part  played  by  the  Eandschaften  and  Ritterschaften,  to  state 
that  the  total  bonds  in  circulation,  issued  by  the  I,andschaften  in  Prussia, 
amounted  to  2,742,344,385  marks  (2)  in  1909,  while  the  total  amount  of 
bonds  issued  by  other  German  institutions,  more  or  less  of  the  same  type, 
was  787,855,425  marks  (3)  at  the  same  date.  In  other  terms,  this  form 
of  cooperation  furnished  German  agriculture,  in  1909,  with  a  total  of 
loans  on  mortgage  of  more  than  3,490,199,810  marks.    This  is  a  consid- 

(1)  Not  countjng  the  New  Institute  of  Credit  for  Brandenburg,  which  only  issues  bonds 
of  the  Central  I^andschaft. 

(2)  653,294,429  dollars  or  £134,239,113. 

(3)  187,686,697  dollars  or  £38,565,913. 
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erable  sum,  which  it  would  obviously  not  have  been,  easy  to  obtain  from 
the  private  and  purely  capitalist  banks,  and  above  all  at  so  low  a  rate  of 
interest,  for  these  societies  are  satisfied  with  an  interest  which  does  not 
generally  exceed  3%  to  4  per  cent. 


§  1.  Co-operative    land    credit    societies 
for    targe   estates   in   prussia. 

In.  Germany,  the  first  of  these  societies  was  founded  in  Prussian.  Si- 
lesia. After  the  Seven  Years'  War  (1756-63),  the  great  military  king  and 
administrator,  Frederick  II  of  Prussia,  saw  that  this  province,  formerly 
rich  and  flourishing,  was  in.  a  deplorable  condition.  The  continual  wars, 
the  successive  alterations  of  the  currency,  and  the  high  price  of  land, 
followed  by  an  alarming  fall  in  its  price,  had  almost  ruined  the 
landowners. 

In  1767,  a  Berlin  merchant,  named  Biiring,  presented  to  the  king 
a  scheme  for  an  administrative  and  financial  innovation,  based  upon 
the  fact  that  it  is  the  soil  itself  which  represents  the  greatest  part  of  the 
nation's  wealth.  He  showed  that  the  land  is  an  asset,  and  that  to  ob- 
tain for  the  farmer  the  credit  he  required,  it  was  enough  to  give  this  asset 
currency,  according  to  the  expression  of  the  day.  It  was,  in  fact,  an 
anticipation  of  the  fundamental  principle  underlying  the  "  assignats  " 
which  he  wished  to  put  in  practice  in  favour  of  the  proprietors  of  the 
"noble  "  estates  (1).  To  surround  these  new  mortgages-bonds  with  suf- 
ficient guarantees  and  also  to  gain  the  confidence  of  the  capitalist,  he  de- 
pended on  the  principle  of  co-operation,  and  proposed  to  the  king  to  com- 
bine the  noble  proprietors  of  Silesia  in  a  compulsory  co-operative  socie- 
ty in  which,  in  exchange  for  the  duties  they  would  have  to  fulfil,  they  should, 
be  granted  the  enjoyment  of  certain  privileges. 

This  scheme  of  Buring's,  at  first  rejected  by  the  minister  von  Ha- 
gen,  was  accepted  in  its  entirety  in  the  Royal  Decree  of  August  29th., 
1769.  The  regulation  of  July  9th.,  1770,  combined  in  compulsory  co- 
operative societies  the  noble  landowners  of  each  principality  of  Silesia. 
The  union  of  these  societies  formed  the  Generallandschaft  of  Silesia. 

The  success  obtained  by  this  system  was  more  than  satisfactory. 
The  Generallandschaft  of  Silesia  has  now  been  in  existence  for  140  years 
and  during  that  time  its  energy  has  permitted  it  to  overcome  and  almost 

(1)  In  German  "  Rittergiiter."  They  are  the  estates  belonging  to  the  "  Rittersehaft  " 
that  is,  the  nobility  and  landed  gentry.  Such  estates  were  originally  held  by  military  service 
and  the  proprietors  had  manorial  jurisdiction  and  certain  administrative  privileges. 
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to  avoid  the  difficulties  which  generally  arise  in  enterprises  of  this  nature 
where  the  interests  of  the  State  and  those  of  individuals  have  to  be  re- 
conciled. It  has  been  able  also  to  obtain  for  its  members  sufficient  cred- 
it, and  always  at  a  rate  of  interest  far  lower  than  that  paid  in  countries 
and  districts  where  this  system  of  co-operation  does  not  yet  exist. 

Encouraged  by  these  results,  several  other  provinces  soon  followed 
the    example    of    Silesia. 

On  June  15th.,  1777,  the  "  Kur-  un.d  Neumarkische  L,andschaft " 
for  the  nobility  of  the  province  of  Brandenburg  was  created  by  Royal 
charter. 

Other  charters  established  one  in  each  of  the  following  provinces  : 
in  Pomerania,  on  March  13th.,  1781  ;  in  West  Prussia,  on  April  19th., 
1787  and  in  Bast  Prussia  on  February  16th.,  1788. 

In  1821  the  I^andschaft  of  Posen  was  founded.  It  was,  however, 
dissolved  in  1877  and  the  "  New  Association,  of  Credit  "  (founded  in  1857) 
took    its     place. 

These  Iyandschaften,  to  which  the  title  of  "  old-established  "  is  given 
to  distinguish  them  from  the  others,  have  all  a  semi-official  character. 
On  the  one  hand  the  inspection  of  their  business  is  conducted  by  the 
State,  which  generally  entrusts  it,  in  the  first  instance,  to  the  president 
or  prefect  of  the  province,  and  secondly  to  the  Prussian  Minister  of  Agri- 
culture. On  the  other  hand,  they  possess  certain  prerogatives  usually  re- 
served to  the  State  ;  thus,  for  example,  in  case  of  non-payment,  they  have 
the  right  to  proceed  to  the  administration  of  the  mortgaged  lands  or  to 
compulsory  sale  by  auction,  without  recourse  to  the  law-courts. 

The  employees  of  the  I,andschaften  are  indirectly  employees  of  the 
State  and  generally  they  have  authority  to  sign  certain  public  documents. 

These  I^andschaften  have  constitutions  varying  considerably  from 
one  another,  being  adapted  to  the  special  needs  of  their  province  or  to 
those  of  the  moment  of  their  foundation.  They  have,  however,  this 
in  common,  that  each  has  a  Committee  of  Management  and  a  General 
Assembly  of  landowners.  The  syndics,  that  is  to  say,  the  members  of 
the  Committee  of  Management  having  legal  knowledge,  receive  pay. 
The  other  members  of  the  Committee  and  of  the  General  Assembly  are 
landowners  who  receive  only  an  annual  indemnity  corresponding  to  their 
travelling  and  incidental  expenses. 

Four  of  the  five  old-established  L,andschaften,  those  of  Silesia,  of 
Brandenburg,  of  Pomerania,  and  of  West  Prussia,  are  decentralized. 
In  other  words,  they  are  composed  each  of  several  co-operative  societies 
or  of  several  almost  independent  administrative  sections.  In  Silesia 
each  of  these  co-operative  societies  disposes  of  a  separate  fund  and  the 
engagements  undertaken  are  for  this  reason,  covered  by  a  double  guarantee, 
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first  by  the  society  of  the  principality  and  then,  by  the  Lands  chart  of  the 
province. 

The  five  Lan.dschaften  of  which  we  have  spoken,  were  formed  di- 
rectly by  the  State.  Of  the  io  other  societies  of  this  type  in  Prussia, 
9  were  formed  by  the  Provinces,  and  one  by  private  initiative.  Three 
Ivan dschaf ten,  formed  in  Hanover  before  its  union  with  Prussia,  differ 
from  the  other  Landschaften  in  that  they  do  not  issue  bonds,  but  obtain, 
directly  from  capitalists  the  money  which  they  require  to  lend  to  their 
members . 

The  societies  formed  by  the  Provinces  did  not  enjoy  the  legal  ad- 
vantages enjoyed  by  the  old-established  Iyandschaften.  Not  till  the  Prus- 
sian law  of  August  3rd.,  1897,  were  their  legal  rights  extended.  This 
law  also  conceded  to  all  the  Iyandschaften  that  should  be  founded  before 
the  1st.  of  January,  1900,  the  privileges  of  forced  administration  of 
estates,  of  forced  sales,  and  even  of  the  seizure  of  the  moveable  property 
of  the  debtor  in  case  of  an  estate  already  mortgaged  having  deteriorated. 
These  privileges  had,  however,  to  be  conceded  by  Royal  Decree  in  each 
new  case. 

The  same  law  recognized  the  bonds  of  the  Landschaften.  as  a  trustee 
investment. 

When  we  consider  the  whole  class  of  Lands chaf ten  we  see  that  they 
have  in  their  organisation  and  in  the  management  of  their  affairs  certain, 
features  in  common.  The  total  number  of  landlords  of  a  district  collec- 
tively grant  a  loan  to  the  proprietor  applying  for  it,  the  object  of  the  loan 
being  stated  in  detail  in  the  application.  He  cannot  be  refused  this  de- 
mand.    His  land  serves  as  security  to  the  Landschaft. 

To  be  quite  safe,  and  not  to  risk  losses,  the  body  of  proprietors  do 
not  grant  loans  exceeding  a  certain  percentage  of  the  value  of  the  land, 
varying  with  the  provinces  and  according  to  the  method  of  fixing  the  rate 
of  interest.  As  the  body  of  landlords  possess  real  estate  of  enormous 
value  but  have  seldom  large  sums  of  money  at  their  disposal,  the}7  have 
to  get  from  third  parties  the  sums  needed  for  loans  to  the  landowner 
borrowing.  For  that  they  have  recourse  indirectly  to  the  capitalists, 
offering  them,  as  investments  for  their  money,  bonds  issued  by  the  collec- 
tive group.  In  order  to  render  the  negotiation  of  this  paper  easier  for 
the  lenders,  special  banks  have  been  instituted  in  connection,  with  the 
Landschaften  dealing  with  this  business,  under  the  control  of  the  society 
itself  and  without  any  intention  of  making  profit.  The  profits  go  to  the 
Landschaft  as  such.  Formerly  it  was  the  mortgaged  land  that  served  as 
security  under  a  secondary  security  of  the  Landschaft.  To-day  this  is 
no  longer  the  case.  The  capitalist  who  has  bought  the  bonds  and  is  the 
creditor  of  the  borrowing  landowner  has  nothing  to  do  with   him.     He 
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receives  his  interest  from  the  I^andschaft  and  the  whole  of  the  estates  of 
the    province    forms    his    security. 

This  general  security  of  the  "  Kreditverbunden  "  (Credit  Leagues) 
was  not,  however,  considered  sufficient.  To  protect  the  legitimate  in- 
terests of  the  creditors  as  well  as  those  of  the  other  guarantors,  a  com- 
plicated system  was  elaborated.  First,  the  value  of  each  property  in 
need  of  a  loan  had  to  be  estimated  by  competent  employees  of  the  L,and- 
schaft.  Generally  they  contented  themselves  with  the  valuation  of 
the  revenue  made  for  the  land  tax  and  they  granted  loans  to  the  extent 
of  15  times  this  net  revenue.  Only  in  exceptional  cases,  for  example, 
when  the  proprietor  wanted  to  burden  his  land  beyond  a  certain  degree, 
he  must  even  to-day,  at  his  own  expense,  get  a  special  valuation  made 
of  the  present  worth  of  his  land. 

At  first  most  of  the  I^andschaften  only  gave  mortgages  for  one  half 
of  the  estimated  value.  Now  they  generally  go  as  far  as  to  give  them 
for  two-thirds  of  the  value.  I^and  already  burdened  with  other  mort- 
gages cannot  receive  any  loan  from  the  society.  The  Landschaften, 
however,  help  proprietors  when,  in  order  to  obtain  a  loan,  they  desire 
to  pay  off  previous  mortgages. 

Bxcept  in  the  case  of  the  three  institutions  of  Hanover,  the  loans  are 
not  granted  in  money,  but  in  bonds. 

The  interest  the  debtor  must  pay  the  Lands  cha  ft  is  generally  from 
Y2  to  1  %  higher  than  what  the  Landschaft  itself  pays  its  creditors. 

This  difference  serves  to  cover  the  expenses  of  administration,  to 
constitute  special  funds  created  in  the  interest  of  all  the  members  of  the 
society,  as  well  as  for  the  creation  of  reserve  funds  and  for  the  gradual 
extinction  of  the  debt.  The  Landschaft  generally  renounces  its  right 
of  calling  up  the  money  it  lends,  but  the  debtor  can  always  repay  the 
money  borrowed.  Generally  this  repayment  takes  place  by  gradual  extinc- 
tion, which  is  often  even  obligatory  for  a  certain  proportion  of  the  debt. 
The  sums  so  repaid  must  be  considered  at  the  same  time  as  reserves  in 
case  of  possible  losses  to  be  incurred. 

Now-a-days  the  tendency  is  to  decrease  these  various  guarantees. 
Perhaps  they  are  no  longer  necessary.  The  new  Landschaften,  for  in- 
stance, no  longer  have  the  general  guarantee.  In  the  Mark  and  in  Neu- 
vorpommera,  the  security  is  limited  to  the  whole  of  the  lands  really  mort- 
gaged. In  other  provinces  there  are  special  reserve  funds  or  rather  the 
obligation  for  the  proprietors  to  pay  in  case  of  need  a  certain  fraction, 
generally  from  5  to  10  %,  of  the  sum  borrowed.  Consequently,  we  find 
in  these  Landschaften  the  principles  sometimes  of  the  co-operative  so- 
ciety with  limited   liability. 

The  public  accepts  the  bonds  of  all  these  institutes  with  equal  readi- 
ness, for  the  form  taken  by  the  security  offered  does  not  affect  their  credit. 
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The  total  circulation  of  bonds  issued  by  the  Prussian  Landschaften 
increased  from  469,407,530  marks  in  1866  to  2,507,164,675  marks  in  1906 
and  2,742,344,385  marks  in  1909.  This  would  seem  to  represent  an  aston- 
ishing increase  of  debts  on  mortgage,  but  it  is  difficult  to  know  whether, 
before  the  landowners  availed  themselves  of  the  credit  offered  on  such 
easy  terms  by  the  Landschaften,  their  properties  were  already  burdened 
with  other  debts,  perhaps  on  less  favourable  conditions,  or  if  their  debt 
is  of  more  recent  origin.  It  is  noteworthy,  also,  that  while  the  increase 
of  the  debt  recorded  in  the  Lands chaf ten  books  has  increased  five  fold 
in  the  forty  years  from  1866  to  1906,  in  the  same  period  the  funds  for  its 
extinction  have  increased  from  20,512,945  marks  to  169,901,635  marks 
or  in  the  proportion  of  8  to  1.  This  mode  of  extinction,  besides,  wa^ 
unknown  to  the  old-established  Landschaften  and  was  only  introduced 
in  the  last  centttry.  It  may,  therefore,  be  expected  that  this  progress 
will    continue. 

The  rate  of  interest  on  the  bonds  has  always  been  very  moderate. 
Issues  at  the  rate  of  5  per  cent,  were  only  made  from  1868  to  1878,  a 
period  of  trouble  and  unrest,  in  spite  of  abundance  of  capital.  Generally, 
there  has  been  a  very  marked  tendency  to  follow  the  conditions  of  the 
market,  and  as  soon  as  possible  to  reduce  the  interest  on  the  bonds.  In 
1901  we  no  longer  find  bonds  at  4%  %  per  cent.  Those  at  3%,  3% 
and  3  per  cent,  increase  already  in  1896  in  proportion  as  those  at  4  per 
cent,  decrease,  though  the  latter  show  a  further  increase  in  1901. 

The  bonds  have  always  been  well  received  on  the  national  market. 
To  open  the  international  market  to  them,  in  1873,  certain.  Landschaften, 
with  the  attthorisation  of  the  government,  founded  a  Central  Land- 
schafc  for  the  Prussian  provinces,  with  its  headquarters  at  Berlin.  The 
Landschaften  that  now  form  part  of  it  are  allowed  to  issue  provincial 
bonds  and  also  bonds  of  the  Central  Lands  chaft.  In  issuing  these  last, 
however,  they  are  bound  to  observe  certain  rules  as  to  the  method  of  val- 
uing   the    lands. 

The  bonds  of  the  Central  Landschaft  were  well  received  on  the  Ex- 
changes, where  they  had  almost  the  same  standing  as  the  Imperial  and 
Prussian  Bonds,  but  generally  speaking,  the  Central  Landschaft  had  not 
the  success  that  was  expected.  That  was  due,  no  doubt,  to  the  fact 
that  the  societies  already  had  a  sufficiently  large  clientele,  or  that  they 
did  not  wish  to  have  their  liberty  of  action  interfered  with.  Its  issue 
of  bonds  up  to  the  end  of  1909,  amounting  to  437,814,250  marks,  was 
rather  less  than  that  of  the  Landschaft  of  East  Prussia  alone,  which  reach- 
ed the  figure  of  443,839,850  marks. 
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§  2.    LANDSCHAFTEN    FOR    SMALL    ESTATES    IN    PRUSSIA. 

Although  the  Landschaften  and  Ritterschaften  were  at  first  ex- 
clusively intended  for  supplying  the  needs  of  the  noble  estates,  which  were 
generally  of  considerable  size,  some  of  them  have  extended  their  credit 
facilities  to  small  proprietors  and  peasants.  This  was  the  case  with  the 
Landschaften  of  Bast  Prussia  and  of  Silesia.  This  latter  issues  special 
bonds    for   peasants'    lands. 

Others  founded  separately,  with  special  funds,  new  Landschaften 
and  new  Institutes.  Most  of  the  new  societies,  such  as  those  of  West- 
phalia and  Posen,  were,  moreover,  from  the  start  meant  to  represent 
both    classes. 

Since  these  new  institutions  only  wish  to  serve  the  farmer,  there  is 
always  a  limit  to  the  minimum  value  of  land  that  can  be  mortgaged. 
This  limit  corresponds  to  that  amount  of  land  on  the  produce  of  which 
the  owner  can  live.  Generally  it  is  required  that  it  produce  a  net  income 
calculable  for  the  land  tax  at  a  minimum  from  75  to  150  marks.  In. 
Silesia  they  go  below  this  limit,  and  are  content  that  the  land  be  reck- 
oned as  bringing  in  from  15  to  30  marks. 

To  make  it  easier  and  less  complicated  for  the  peasants,  instead 
of  their  having  to  go  to  the  central  office,  the  Landschaft  of  East  Prussia 
periodically  sends  employees  of  its  own.  into  the  villages,  previously 
notifying  their  advent.  These  employees  give  all  necessary  information 
gratuitously  and  receive  applications  for  loans.  The  Landschaften  have, 
generally  speaking,  also  had  good  results  in.  their  work  on  behalf  of  the 
peasants,  but  there  still  remains  much  more  to  be  done  in  the  future. 


§  3.    LANDSCHAFTEN    IN    THE    OTHER    STATES    OF    GERMANY. 


The  example  set  by  Prussia  has  been  followed  in  some  other  states. 
Thus  a  credit  association  for  the  noble  estates  of  the  two  Mecklen burgs 
was  founded  in  1818  at  Rostock  on  the  model  of  the  old-established  Lar.d- 
schaften.  On  December  13th.,  1825,  the  credit  association  for  Wtir- 
temberg  was  founded  at  Stuttgart.  It  is  the  only  semi-official  institution 
of  the  kind  to  be  found  in  South  Germany.  Others  were  subsequently 
formed  in  the  Kingdom  of  Saxony  and  in  the  Duchy  of  Brunswick. 

Only  a  few  of  these  institutions  possess  much  importance  and  all 
conform  more  or  less  to  the  type  of  Landschaften  already  described. 
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§  4.  Private  institutions  of  the  eandschaften    type. 


Besides   the  semi-official  Iyandschaften   two    private  institutions   of 
a  similar  kind   have  been  established. 
These    are  : 

1.  The  National  Society  of  Mortgage  Credit,  formerly  at  Stettin 
and  subsequently  in  Berlin,  founded  under  rules  dated  March  3rd. ,1870, 
and    August    nth.,1871.     This  Society  is,  however,   now  in  liquidation. 

2.  The  Bavarian  Agricultural  Bank  at  Munich,  founded  on  De- 
cember    2nd.,     1896. 

Both  are,  in  the  eyes  of  the  law,  private  co-operative  societies.  The 
first  is  a  co-operative  society  in  which  the  liability  of  the  members  is 
unlimited,  while  in  the  second  their  liability  is  limited. 

The  Berlin  Association  also  granted  loans  upon  town  lands.  The 
total  number  of  loans  of  every  kind  to  the  credit  of  this  Society  in  1907 
was  651,  for  a  total  sum  of  20,367,673  (1)  marks,  which  gave  an  average 
of   31,268   marks    per   loan. 

The  Bavarian  Bank  grants  loans  to  communes  and  to  country  land- 
owners. At  the  date  of  its  foundation  it  received  from  the  Bavarian 
State  the  grant  of  a  loan  on  favourable  conditions  of  one  million  marks. 
It  is  also  in  enjoyment  of  another  loan  at  reduced  interest,  and  a  subsidy 
for  the  expenses  of  its  management.  The  total  number  of  loans  of  every 
kind  outstanding  at  the  end  of  1907  was  14,675  amounting  to  91,397,893 
marks     (2). 

This  institution  is  interesting  as  presenting  a  new  method,  which 
permits  the  farmers  and  especially  the  small  farmers  to  obtain  a  large 
share  of  the  advantages  given  by  the  Lands chaf ten.  It  has  had  ex- 
cellent results  and  under  circumstances  of  some  difficulty,  if  we  consider 
how  the  land  is  parcelled  out  in  small  holdings  in  South  Germany  and  es- 
pecially in  Bavaria.  Between  1897  and  1907  the  Bavarian  Bank  granted 
14,583  loans  on  mortgage  to  a  total  amount  of  103,367,250  marks.  Of 
these,  287  loans  were  on  mortgage  of  holdings  less  than  1  hectare  in  extent; 
8,653  between  I  hectare  and  10  hectares  ;  5,605  between  10  hectares 
and  100  hectares;  and  38  over  100  hectares.  These  figures  indicate  how 
well  it  has  been  able  to  adapt  itself  to  the  needs  of  different  classes  of  agri- 
culturists. 


(1)  4,852,085    dollars    or    £997,008. 

(2)  21,773,244   dollars   or   £4,473,972. 
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CHAPTER  V. 
CO-OPERATIVE  AGRICULTURAL  CREDIT  IN  AUSTRIA. 

In  Austria  both  the  Raiffeisen  and  the  Schulze-Delitzsch  system 
have  been  adopted  as  means  of  giving  personal  credit  to  the  agricul- 
tural population.  The  Raiffeisen  Banks  are,  however,  in  relation  to 
agriculture,    much   the    more   important. 

Co-operative  credit  societies  began  to  be  formed  in  Austria  about 
1850  and  they  had  at  first  the  character  of  mutual  aid  societies.  To- 
wards 1870  the  earliest  societies  on  the  Schulze-Delitzsch  system  were 
formed  ;   the   majority  were   based   on   unlimited  liability. 

At  first  the  co-operative  credit  societies  developed  slowly  and  up 
to  i860  only  15  had  been  formed.  After  this  they  began  to  be  formed 
more  rapidly,  reaching  the  number  of  943  in  1872.  Then  again  followed 
a  period  of  slow  increase,  the  number  only  rising  to  1,363  in  1888.  At 
this  period,  however,  the  Raiffeisen  system  began  to  be  promoted,  and 
the  co-operative  credit  societies  increased  rapidly  in  number.  At  the 
end  of  1906  they  had  reached  7,886  ;  in  1909  they  had  risen  to  10,097, 
in  1910  to  10,893  and  in  1912  to  11,590. 

§  1.  The  rural  banks. 

The  Raiffeisen  banks,  first  formed  in  1886,  began  to  be  promoted 
rapidly  in   1889,  reaching  the  number  of  7,991  in   1912. 

The  Raiffeisen  Banks  in  Austria  being  modelled  upon  those  of  Ger- 
many it  is  sufficient  to  remark  that  each  member  is  required  to  take  a 
share,  which  varies  in  amount  from  10  to  20  crowns  (1),  but  the  liability 
of  the  members  is  unlimited.  At  the  beginning  of  November,  191 1, 
the  Austrian  Government  presented  to  Parliament  a  bill  for  modifying 
the  law  relating  to  co-operative  societies.  The  main,  purpose  of  this 
bill  is  to  substitute  for  the  present  form  of  unlimited  liability  the  system 
of  unlimited  liability  to  make  supplementary  payments.  The  differ- 
ence between  the  two  systems  consists  in  the  fact  that,  according  to  the 
new  proposals  the  creditor  would  not  be  able  to  have  direct  recourse, 
in  case  of  liquidation  of  the  bank,  to  any  particular  member  to  demand 
the  payment  of  the  sum  which  remains  due  to  him ;  it  would  be  the  soc- 
iety which  would  be  responsible  to  the  creditor  and  it  would  have  the 
right  to  demand  pro  rata  payments  from  the  members  until  the  creditors 
were  completely  satisfied. 

(1)  A  crown  is  equivalent  to  0.2026  dollars  or  0.0416  pounds  sterling. 
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The  interest  paid  on  these  shares  is  equal  to  that  paid  on  the  savings 
deposits. 

The  working  capital  of  the  banks  is  formed  by  the  shares,  the  savir  gs 
deposits  and  the  loans  which  the  banks  obtain  from  the  central  banks. 
The  Raiffeisen  banks  have  been  very  successful  in  attracting  savings 
deposits.  In  Bohemia  alone,  the  sums  deposited  by  boys  and  servants 
occupied  in  agriculture  amounted  in  1908  to  5,588,078  crowns. 

Many  banks  require  the  applicant  for  a  loan  to  declare  the  purpose 
which  it  is  to  serve  ;  sometimes  it  is  provided  that  if  a  member-  applies 
a  loan  to  any  other  than  the  declared  object,  he  shall  be  excluded  for 
a  time  (or,  in  case  of  a  second  offence,  for  ever)  from  receiving  further 
loans . 

The  profits  are  carried  entirely  to  the  reserve  fund  which,  in  case 
of  the  dissolution  of  the  society,  is  devoted  to  some  work  of  public  utility. 

As  in  Germany,  the  Austrian  rn.ral  banks  are  affiliated  both  to  cen- 
tral banks,  with  which  they  deposit  their  surplus  funds,  or  from  which 
they  obtain  loans  when  required,  and  to  federations,  which  look  after 
their   interests. 

The  establishment  of  Raiffeisen  banks  is  greatly  encouraged  by  most 
of  the  Provincial  Governments,  which  make  grants  of  from  200  to  300 
crowns  for  the  initial  expenses,  and  loans  for  long  periods  without  inter- 
est. In  1909,  for  example,  the  Diet  of  Galicia  placed  at  the  disposal  of 
the  Provincial  Government  a  sum  of  2,000,000  crowns  for  the  benefit 
of  the  co-operative  credit  societies.  Ten  years  later  the  Diet  established 
the  Provincial  Bank  for  Co-operative  Credit  Societies  at  I,eopoli,  by  which 
the    fund    is    now    administered. 

The  following  figures  will  give  an.  idea  of  the  development  of  the 
Raiffeisen   Banks  since   1900  : 

igoo  1904  1907  1910 

Number  of  banks   .  2,906                4,557              5, 880                7,631 

Number  of  mem- 
bers     261,589             504,589           725,666             944,526 

Number     of    loans 

granted 59, 531             108,886                                   199,688 

L,Oans    OUtStanQin.g  crowns  crowns  crowns  crowns 

at  the  end  of  the  _  _  _  _ 

year 122,501,009   258,532,000   428,242,262   584,957,000  (1) 

Amount  of  deposits   155,281,000    335,620,000   556,319,345    762,201,000 


(1)   118,526,454  dollars  or   £24,354,847. 
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In  1890  there  was  one  Raiffeisen  bank  for  every  131,294  inhabitants; 
in  1900,  one  for  every  9,002  ;  in  1902,  one  for  every  6,884,  an^  *n  I910 
one  for  every  3,712  inhabitants. 

§  2.  The  popular  banks. 

It  is  not  necessary  to  speak  at  length  of  the  popular  banks,  since 
they  have  only  a  minor  importance  as  far  as  agriculture  is  cor.cerned . 
Until  the  formation  of  the  Raiffeisen  banks,  the  Schulze-Delitzsch  barks 
afforded  credit  to  farmers  to  a  considerable  extent,  but  now  the  Raiff- 
eisen Banks  have  almost  completely  taken  their  place.  Even  up  to  now 
the  Schulze-Delitzsch  banks  make  loans  for  fairly  large  amounts  to  farm- 
ers known  to  be  of  good  financial  standing  ;  the  small  loans  of  a  few  hun- 
dred crowns  required  by  the  peasants  are  made  exclusively  by  the  Raiff- 
eisen banks.  Only  in  Bohemia,  in  Moravia  and  in  Galicia  are  the  Schulze- 
Delitzsch  banks  at  all  numerous  amongst  the  farmers  and  serve  to  supply 
their  needs. 

At  first  in  the  Schulze-Delitzsch  banks  unlimited  liability  was  the 
rule,  but  from  1882  onwards  this  was  less  and  less  frequently  adopted 
and  now  new  banks  are  founded  almost  exclusively  with  limited  liab- 
ility. In  1912  there  were  2,996  banks  with  limited  liability  and  603  with 
unlimited    liability. 

Of  2,862  Schulze-Delitzsch  banks  which  furnished  partiailars  of 
their  working  in  1910,  the  membership  was  1,704,090  ;  the  share-capital 
192,000,000  crowns  ;  the  loans  granted  during  the  year  2,087,000,000 
crowns  (1)  ;  the  loans  outstanding  at  the  end  of  the  year,  1,985,000,000 
crowns  (2)  ;  the  deposits  in  hand,  1,751,000,000  crowns  ;  the  loan  capital 
332,000,000  crowns,  and  the  reserve  funds   109,000,000  crowns. 


CHAPTER  VI. 

CO-OPERATIVE  AGRICULTURAL;  CREDIT  IN  ITALY. 

The  principal  agricultural  co-operative  credit  institutions  in  Italy 
are  the  rural  banks  and  the  popular  banks.  The  former  are  modelled 
on  the  Raiffeisen  banks  and  were  introduced  into  Italy  by  Eeone  Wol- 
lemborg  ;  the  latter  are  modelled  on  the  Schulze-Delitzsch  banks,  adapted 

(1)  422,876,739  dollars  or  £86,892,825 

(2)  402,209,069  dollars  or  £82,646,027. 
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to  the  special  circumstances  of  Italy  by  Iyuigi  I/uzzatti.  The  principles 
upon  which  these  two  forms  of  credit  society  are  based  have,  therefore, 
been  already  described  and  we  will  confine  ourselves  to  indicating  how 
the}'  are  organised  and  how  they  operate  in.  Italy. 


8  i.  The  rural    banks. 


Rural  banks  were  first  advocated  in  Italy  in  1880,  but  it  was  only 
in  1883  that  Wollernborg,  after  a  series  of  lectures  and  publications, 
succeeded  in  founding  the  first  rural  bank  at  I^oreggia,  in  the  province 
of  Padua,  with  30  members.  In  1884  other  banks  were  founded  at  Cam- 
biano  di  Castelfiorentiiio,  at  Trebaseleghe  and  subsequently  in  other 
parts  of  Venetia.  The  banks  formed  by  Wollernborg  and  his  associates 
were  unsectarian  in  character,  but  from  1892  onwards  many  banks  were 
formed  as  a  result  of  the  propaganda  of  the  Catholic  Party  with  a  sec- 
tarian character.  These  have  steadily  increased  in  number  and  now 
form  the  largest  group  of  rural  banks  in  Italy.  In.  fact,  out  of  1,800 
rural  banks,  about  1,200  are  sectarian.  The  catholic  banks  are  found 
chiefly  in  Venetia,  in   Bergamasco,  in   Bmilia  and  in   Sicily. 

While  the  rules  of  all  the  rural  banks  insist  upon  honesty  and  good 
character  as  a  condition  of  becoming  a  member,  the  catholic  banks  in- 
sist also  upon  certain  religious  observances,  or,  at  any  rate,  upon  respect 
for  religion. 

The  liability  of  the  members  is  unlimited.  This  is  found,  in  Italy 
as  elsewhere,  to  prevent  the  misuse  of  loans  by  compelling  the  mem- 
bers to  keep  an  eye  upon  one  another;  it  also  gives  the  bank  the  confid- 
ence  of   the   public  which  deposits   its   savings. 

For  their  sphere  of  operations  the  rural  banks  restrict  themselves 
to  a  commune,  to  a  portion  of  a  commune,  or  to  a   parish. 

As  a  rule  the  rural  banks  have  no  real  initial  capital.  They  receive 
savings  deposits  from  both  members  and  non-members  (chiefly  the  lat- 
ter), on  which  they  pay  an  interest  varying  from  3%  to  4  per  cent.  It 
is  the  deposits  which  furnish  the  means  for  making  loans,  and  only  in 
so  far  as  the  deposits  are  insufficient  do  the  rural  banks  have  recourse 
to  other  sources  of  capital.  On  June  30th.,  1912,  the  aggregate  amount 
of  the  deposits  held  by  rural  banks  was  99,230,040  francs.  In  process 
of  time  the  banks  create  a  capital  of  their  own,  formed  of  the  small  pay- 
ments made  by  the  members  upon  entrance,  or  upon  taking  out  their 
first    loan. 

The  loans,  which  are  generally  made  on  the  securit}T  of  bills,  are  of 
two  kinds.     They  are  either  for  short  periods,  not  exceeding  two  years, 
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or  for  longer  periods,  extending  to  as  much  as  ten  years.  The  first  kind 
are  ordinarily  renewed  every  three  months  ;  the  second  are  repaid  by  in- 
stalments. The  interest  on  loans  for  long  periods  is  slightly  higher  than 
the  usual  rate  of  interest  on  loans,  which  varies  between  5%  and  7  per 
cent.  The  difference  between  the  interest  charged  on  loans  and  the  in- 
terest paid  on  deposits  covers  the  management  expenses  and  enables  a 
reserve  fund  to  be  built  up,  which,  in  the  event  of  the  dissolution  of  the 
society,  is  devoted  to  some  object  of  public  utility. 

The  societies  enjoy  certain  exemptions  from  taxation.  Thus  their 
notes,  bills,  etc.,  are  exempt  from  taxation  for  10  years  and  until  the 
capital  of  the  bank  reaches  30,000  francs. 

There  are  no  recent  statistics  embracing  all  the  rural  banks,  unsec- 
tarian  or  catholic,  in  Italy.  The  latest  official  statistics,  collected  by  the 
Minister  of  Agriculture,  Industry  and  Commerce,  gives  the  financial 
position  of  1,257  banks  out  of  1,386  existing  on  October  31st.,  1905. 
This  shows  that  of  total  liabilities  amounting  to  46,665,607  francs  (1), 
32,499,462  francs  were  in  respect  of  deposits,  while  4,855,456  francs  were 
in  respect  of  loans  on  current  account  and  6,392,654  francs  (1)  of  loans  on 
the  security  of  bills.  The  loans  outstanding  were  as  follows  :  On  bills, 
33,464,274  francs  ;  on  mortgage,  897,493  francs  ;  on  simple  note  of  hand, 
369,041  francs  ;  on  current  account,  5,978,556  francs  ;  total  40,709,364 
francs  (2). 

Since  1906  no  official  general  statistics  have  been  published  (3)  but 
the  National  Federation  of  Italian  Rural  Banks,  which  has  its  headquar- 
ters at  Rome,  has  compiled  a  list  of  rural  banks  and  agricultural  co- 
operative credit  societies  in  existence  on  December  31st.,  1912,  from  which 
it  appears  that  there  were  then  2,034,  of  which  about  one-third  were  un- 
sectarian    and     the    remainder    catholic. 

Though  complete  statistics  are  wanting,  there  exist  partial  statist- 
ics, compiled  by  regional  or  provincial  federations,  from  which  we  take 
the  following  figures  : 


(1)  1,233,508  dollars  or  £253,462. 

(2)  7,855,152  dollars  or  £1,614,080. 

^3)  The  Director  General  of  Statistics  has  recently  caused  to  be  published  in  the  Italian 
Statistical  Year  Book,  certain  data  relating  to  the  chief  items  figuring  in  the  balance-sheets 
of  868  rural  banks.  The  deposits  held  by  the«e  amounted,  on  30  June  1910,  to  57  million  francs 
and  the  total  loans  granted  to  48  million. 
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Number  of  x  ^        ., 

Date  to  affiliated  rural  „      ,  fIfanf.  Deposits 

which  the  figures    banks  of  which  Member-    outstanding  m  hand 

Name  of  Federation  refer  particulars  »____  « 

„.„    • .  Francs  Brancs 

are  given 

Federation  of  the  Rur- 
al Banks  of  the  Pro- 
vince of  Bologna     .    June  30th.,  1911     80       6,505     2,263,7622,608,945 

Federation  of  the  Rur- 
al Banks  of  Roma- 
gna Dec.  31st.,  1910     57       4,723      2,909,040  2,826,671 

Federation  of  the  Cath- 
olic Economico- 
Social  Associations 
of   the  Province   of 
Parma Dec.  31st.,  1910     39       3,771      2,033,892  1,683,000 

Economico-Social  Fed- 
eration of  the  Cath- 
olics of  the  Diocese 
of  Adrie Dec.  31st.,  1910      52      3,945      2,595,424  1,795,004 


§  2.  The  popular  banks. 


Unlike  the  rural  banks,  which  carry  on  their  work  in  country  dis- 
tricts and  have  a  restricted  area  of  operations,  the  popular  banks  are  form- 
ed in  urban  centres  and  have  a  large  field  of  operations.  In  the  popular 
banks,  too,  the  liability  of  the  members  is  limited. 

They  preceded  the  rural  banks,  but  even  after  the  appearance  of 
the  latter  they  continued  to  be  of  service  to  agriculture  in  various  ways. 
Not  only  do  they  lend  money  directly  to  farmers,  but  they  make  advances 
at  low  rates  of  interest  to  agricultural  syndicates,  agricultural  co-oper- 
ative societies  and   even   to  the  rural  banks. 

The  popular  banks  are  composed  of  members  belonging  to  many 
different  classes  ;  large  and  small  farmers,  farm  labourers,  artisans,  small 
shopkeepers,  clerks  and  professional  men.  But  the  larger  number  of  mem- 
bers belong  to  the  lower  middle  classes  ;  23  per  cent,  are  artisans  or  small 
shopkeepers  and  22  per  cent,  small  farmers.  Clerks  and  professional 
men  form  17  per  cent,  and  the  percentage  of  the  other  classes  of  mem- 
bers is   much  smaller  than   these. 
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The  value  of  the  shares  also  varies  greatly;  it  ranges  from  a  minimum 
of  5  francs  up  to  100  francs,  the  maximum  allowed  by  the  Commercial 
Code  ;  the  lower  values  are  the  more  usual. 

The  paid-up  share  capital  is  usually  but  little  less  than  the  sub- 
scribed capital,  because  many  banks  allow  the  payment  by  instalments 
of  the  shares  subscribed. 

The  banks  work  in  the  first  place  with  the  capital  which  comes  in 
spontaneously,  the  shares  and  the  deposits,  and,  secondly,  with  money 
which  they  obtain  by  re -discounting  their  bills  or  contracting  loans. 

As  to  the  deposits,  they  are  of  various  forms.  The  humbler  classes, 
not  used  to  business  methods,  entrust  their  savings  to  the  banks  as 
savings  deposits  ;  the  commercial  and  industrial  classes  prefer  to  lodge 
money  on  current  account  and  to  withdraw  it  by  means  of  cheques  ; 
the  workmen's  unions  and  mutual  aid  societies  deposit  funds  not  im- 
mediately required  for  fixed  periods  and  draw  good  rates  of  interest.  This 
variety  in  the  deposits  contributes  to  give  elasticity  to  the  operations 
of  the  popular  banks.  The  interest  paid  on  deposits  varies  from  three 
to  four  per  cent. 

The  Italian  popular  banks  give  credit  principally  in  the  four  follow- 
ing forms  :  loans  on  the  security  of  bills  or  the  discount  of  bills  ;  loans 
against  the  deposit  of  securities,  goods  or  valuables  ;  loans  on  guaranteed 
current  account,  and  loans  for  holding  over  delivery  of  securities.  In 
order  to  increase  the  capital  at  their  disposal  they  have  the  greater  part 
of  their  bills  re-discounted  by  larger  institutions.  Against  this  must 
be  set,  however,  the  bills  which  they  themselves  re-discount  for  other 
smaller  popular  banks  and  for  rural  banks. 

The  rate  of  interest  on  loans  is  usually  from  4  to  6  per  cent.  Some- 
times it  is  less  than  4  per  cent.,  and  there  are  cases  in  which  it  is  as  much 
as   7  or  8  per  cent. 

The  latest  official  statistics  of  the  popular  banks  relate  to  the  ten  years 
from  1899-1908.  From  these  we  find  that  in  1908  there  were  736  popu- 
lar banks  ;  of  these  690  which  furnished  particulars  of  their  working  had 
a  paid-up  capital  of  98,310,108  francs  and  reserve  funds  amounting  to 
57,354,279  francs.  The  total  deposits  in  hand  at  the  end  of  the  year 
were  971,167,644  francs  and  the  capital  obtained  from  outside  sources 
(other  banks  and  private  capitalists,  etc.),  230,152,110  francs.  This 
gives  a  total  working  capital  of  1,356,984,141  francs  (1).  The  loans  out- 
standing at  the  end  of  the  year,  amounted  to  881,502,350  francs  (2)  and 
the  profits  during  the  year  to  13,679,929  francs. 


(1)  261,839,430  dollars  or  £53,802,872. 

(2)  170,091,946  dollars  or  £34,950,572. 
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CHAPTER  VII. 
CO-OPERATIVE  AGRICULTURAL  CREDIT  IN   FRANCE. 

The  first  experiments  in  agricultural  credit  in  France  date  back  to 
the  middle  of  the  past  century,  but  its  real  development  only  begins 
after  the  promulgation  in   1884  of  the  Law  on  Professional  Syndicates. 

In  1894  the  law  which  instituted  local  agricultural  mutual  credit 
banks  gave  a  powerful  impetus  to  agricultural  credit,  and  in  1899  the  Law 
on  Regional  Banks,  which  authorised  the  giving  of  State-aid,  consolid- 
ated agricultural  credit  in  France  into  an  organic  system  which  to-day 
spreads    over   the   whole    country. 

The  characteristics  of  this  system  are  the  following  :  decentral- 
isation, mutuality,  organisation  according  to  occupation,  and  State-aid 
Its  objects  consist,  in  the  first  place,  in  supplying  farmers  with  the  means 
necessary  for  carrying  on  the  ordinary  agricultural  operations  by  means 
of  loans  for  short  periods;  in  the  second  place  in  facilitating  co-operative 
societies  and  individual  farmers  in  carrying  on  operations  extending 
over    long    periods. 

Besides  the  co-operative  credit  encouraged  by  the  State  there  exist 
also  various  minor  groups  of  co-operative  institutions  which  have  wished 
to  remain  entirely  independent  and  which  rely  solely  on  their  own- re- 
sources. 

§  i.  State-aided   co-operative  credit. 

The  fundamental  laws  which  regulate  the  State-aided  system  of 
agricultural  co-operative  credit  are  those  of  November  5th.,  1894  and  of 
March  31st.,  1899. 

The  former  instituted  the  local  mutual  agricultural  credit  bank  ; 
the  latter  the  regional  bank,  which  groups  together  the  local  banks  of 
a  given  district,  either  the  region,  the  department  or  a  special  area  deter- 
mined   by   its    agricultural    characteristics. 

The  State  has  placed  at  the  disposal  of  the  regional  banks,  in  order 
that  they  may  in  their  turn  finance  the  local  banks,  considerable  sums, 
which  the  bank  of  France  is  bound  to  pay  to  them  as  a  condition  of  the 
renewal  of  its  privileges.  The  Law  of  November  17th.,  1897,  in  fact, 
laid  it  down  that  the  Bank  of  France  must  advance  to  the  State,  without 
interest,  for  the  whole  period  of  its  concession  (that  is,  to  the  end  of  1920) 
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a  loan  of  40,000,000  francs,  and  that  it  must  also  make  an  annual  payment 
(calculated  according  to  the  business  done)  which  must  not  be  less  than 
2,000,000  francs  and  is,  in  fact,  between  3,000,000  and  5,000,000  francs. 
These  sums  form  the  State-fund  out  of  which  the  agricultural  credit 
system   is    aided. 

(a)  The  Local  Banks. 

The  local  banks  may  be  composed  either  of  the  whole  or  of  a  part 
of  the  members  of  one  or  more  agricultural  syndicates,  or  of  the  members 
of  one  or  more  mutual  agricultural  insurance  societies.  The  object  of 
this  provision  is  to  strengthen  their  characteristic  of  mutuality  and  sol- 
idarity and  to  facilitate  mutual  acquaintance  and  confidence  amongst 
the    persons    composing    the    credit    society. 

The  objects  of  a  local  credit  society  are  to  facilitate  or  to  guarantee 
the  operations  either  of  the  societies  mentioned  or  of  the  members. 

The  local  banks  have  a  restricted  area  of  operations,  limited  to  the 
commune,  the  canton,  or  the  village.  The  formalities  of  registration 
are  reduced  to  a  minimum  and  they  are  exempted   from   certain  taxes. 

Their  initial  capital  is  formed  by  shares  ("  quotes-parts  "'),  subscribed 
exclusively  by  the  members  ;  it  is  sufficient  if  one-fourth  is  paid  up.  The 
shares,  which  are  generally  of  the  value  of  20  or  40  francs  each,  do  not  give 
any  right  to  dividend,  but  bear  a  fixed  rate  of  interest  which  must  not 
exceed  4  per  cent.  The  societies  can  receive  deposits  with  or  without 
interest. 

As  to  the  liability  of  the  members,  the  law  allows  the  utmost  lati- 
tude to  the  societies  to  decide  its  character  and  extent  by  their  rules 
according  to  local  conditions.  In  the  majority  of  cases,  the  societies 
have  decided  that  their  members  shall  be  liable  up  to  the  amount  of  the 
shares  subscribed.  Some  have  fixed  Upon  a  wider  liability,  either  un- 
limited liability  of  all  the  members  such  as  is  found  in  the  Raiffeisen  banks, 
or  unlimited  liability  of  a  certain  number  of  members  (for  example,  the 
members  of  the  Committee  of  Management),  or  a  liability  extending  to 
two,  three  or  four  times  the  nominal  value  of  the  shares  of  each  member. 
Amongst  the  promoters  of  these  societies,  however,  there  is  now  manifest 
a  tendency  to  adopt  unlimited  liability  as  the  best  safeguard  for  healthy 
co-operation . 

The  society  is  managed  by  a  Council  and  by  a  Committee,  which 
generally  comprises  a  president,  a  vice-president  and  a  secretary.  As 
soon  as  it  is  established  it  becomes  affiliated  to  the  regional  bank  of  the 
department.  To  do  this  it  must  subscribe  for  a  certain  number  of  shares 
in  the  regional  bank.     It  is  then  admitted  to  partake  in  the  credit  facil- 
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ities    afforded  by  the  regional  bank,  which  discounts  its  bills  or   grants 
loans  to  it  to  form  its  working  capital. 

In  the  first  case,  when  a  member  applies  for  a  loan  from  the  local 
bank,  it  requires  him  to  sign  a  bill ;  this  is  then  sent  to  be  discounted 
to  the  regional  bank,  which  immediately  forwards  the  amount  applied 
for,  less  the  discount.  In  the  second  case,  the  regional  bank  grants  to 
the  local  bank  a  loan  which  is  usually  proportionate  to  the  amount  of  the 
shares  subscribed.  The  local  bank,  when  it  does  not  immediately  require 
the  money  so  obtained,  deposits  it  with  the  Savings  Bank  and  withdraws 
from  time  to  time  such  sums  as  may  be  necessary. 

The  first  system,  which  is  simpler  and  allows  of  a  greater  measure 
of  control  by  the  regional  bank  over  the  affiliated  societies,  is  adopted 
in  the  great  majority  of  cases.  Thus,  for  example,  in  1910  the  regional 
banks  discounted  bills  to  the  amount  of  81,278,670  francs  and  only  grant- 
ed loans  of  1,445,431  francs. 

The  rate  of  interest  on  the  loans  must  naturally  be  higher  than  the 
discount  required  by  the  regional  banks.  The  latter  being  three  per 
cent.,  the  interest  demanded  by  the  local  banks  does  not  usually  exceed 
four  per  cent.  The  margin  of  one  per  cent,  serves  for  the  payment 
of  the  expenses  of  management  and  for  the  formation  of  the  reserve  fund. 
As  to  the  size  of  the  loans,  in  some  societies  the  sums  which  may 
be  advanced  to  members  are  proportionate  to  the  shares  which  they 
have  subscribed,  and  may  be  10,  15  or  20  times  their  amount.  In  other 
societies  it  is  laid  down  that  the  loan  shall  not  exceed  a  fixed  sum,  1,000 
or  2,000  frs.,  according  to  the  kind  of  cultivation  prevailing  and  to  the 
solvency  of  the  applicant. 

There  are  different  kinds  of  guarantee,  varying  according  to  cir- 
cumstances. Certain  banks  insist  in  every  case  upon  a  surety  or  a  "  war- 
rant "  or  upon  the  deposit  of  securities.  Others  only  require  such  guar- 
antees when  the  loan  is  of  a  certain  amount.  If  the  object  of  the  loan 
is  the  purchase  of  live-stock,  the  animals  must  always  be  insured. 

The  period  of  the  loans  varies,  according  to  the  nature  of  the  oper- 
ations to  be  undertaken,  from  three  months  to  a  year.  The  period  of 
the  bills  varies  according  to  the  period  of  the  loan  and  according  to  the 
system  adopted  by  the  regional  bank  to  which  the  local  bank  is  affiliated. 
Many  regional  banks  only  allow  bills  of  three  months,  with  two,  three 
or  four  renewals  ;  others  allow  bills  for  a  period  equal  to  that  of  the  loan . 
In  the  case  of  renewals  an  instalment  is  almost  always  required. 

At  least  three-fourths  of  the  profits  of  the  society  are  allocated  to 
the  formation  of  a  reserve  fund,  until  that  fund  is  equal  to  half  the  paid- 
up  share  capital.  The  balance,  if  the  General  Meeting  so  decide,  may 
be  divided  amongst  the  individual  members  in  proportion  to  their  deal- 
ings with  the  society. 
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When  a  society  is  dissolved,  the  reserve  fund  and  other  assets  are 
divided  amongst  the  members  in  proportion  to  their  shares  unless  (as  is 
generally  the  case)  the  rules  have  provided  for  their  application  to  some 
work  beneficial  to  agriculture. 

The  local  banks  have  spread  rapidly  since  1900,  as  the  following 
figures    indicate  : 

Number  Membership 

Year  of  of 

—  local  banks  local  banks 

I9OI  309  7,998 

i9°5 .    .    •     i,335  61,874 

1910    3,338         151,621 

1911    3,946         185,552 

The  following  figures  give  an  idea  of  the  business  done  by  the  local 
banks  in  recent  years  : 

1910  1911  Increase 

Number  of  local  banks      .  ".  3,338                3,946  608 

Membership        151,621             185,552  41,801 

Subscribed  capital      ....  14,210,598  fr.  18,158,458 fr.  3,947,860^. 

Paid-up  capital       9,916,611  ,,    11,784,017  „  1,867,406  ,, 


New  loans  granted  during  the 

year  (exclusive  of  renewals)    70,533,340  fr.  82,540,623  fr.  12,007,283^.(1) 
I>oans  outstanding  at  the  end 

of  the  previous  year  .   .    .    42,671,323   ,,    51,983,588  ,,     9,312,265  ,, 


Totals       .    .  113,204,663  fr.  134,524,211  fr.  21,319,548  ,, 
Repayments  received        .    .    61,388,806  ,,    72,924,328  „    11,703,253  ,, 


I^oans  outstanding  on  Decem- 
ber 31st.,     51,815,857 fr.   61,599,883  fr.    9,616,295  fr. (2) 

The  official  reports  do  not  indicate  the  capital  of  the  local  banks 
separately,  nor  the  business  done  by  them,  but  limit  themselves  to  giving 
such  particulars  for  the  groups  of  local  societies  affiliated  to  each  central 
bank.  From  these  data,  however,  it  is  evident  that  the  capital  of  the 
local  banks  is  not  very  large,  and  the  same  may  be  said  of  their  reserve 
funds.  The  statistics  give  no  information  regarding  the  deposits,  but 
it  may  be  assumed  that  they,  too,  are  not  very  large  in   amount. 

(1)  15,926,796  dollars  or  £3,272,642. 

(2)  11,886,133  dollare  or  £2,4.42,366. 


58  FRANCE 

The  interest  paid  on  the  shares    varies  from    2  to  5    per    cent  ;   the 
rate  of  discount  from  3  to  5  per  cent. 


(b)   The  Regional  Banks. 

The  agricultural  credit  banks  of  the  second  degree,  called  regional 
banks,  are  regulated  by  the  I,aw  of  March  31st.,  1899.  They  receive 
from  the  State,  out  of  the  funds  furnished  by  the  Bank  of  France,  loans 
without  interest,  up  to  the  amount  of  four  times  their  paid-up  capital, 
for  a  period  of  five  years,  subject  to  renewal.  If,  for  example,  there  are 
in  a  department  10  local  banks  which  have  each  subscribed  10,000  francs, 
their  shares  form  an  initial  capital  of  100,000  francs  for  the  regional  bank  ; 
the  Government  will  then  make  an  advance  of  400,000  francs. 

A  Special  Committee  nominated  by  the  Minister  of  Agriculture  dis- 
tributes such  sums  amongst  the  regional  banks,  and  a  body  of  inspectors 
supervises    their   working. 

The  regional  banks  are  based  upon  the  same  principles  as  the  local 
banks  and  they  enjoy  the  same  privileges.  They  are  composed  of  local 
banks  and  of  individual  farmers,  but  two-thirds  of  the  shares  are  reserved 
by  preference  to  the  former.  The  local  banks  usually  pay  up  their  shares 
in  full ;  the  individual  members  as  a  rule  only  pay  up  one-fourth.  Each 
member  is  liable  up  to  the  amount  of  the  shares  subscribed.  The  Com- 
mittee of  Management  of  a  regional  bank  is  elected  from  the  represent- 
atives of  the  local  banks. 

The  law  limits  the  interest  on  the  shares  to  a  maximum  of  5  per  cent., 
and  fixes  the  maximum  of  the  deposits  which  the  regional  banks  can 
receive  and  the  bonds  which  they  may  issue  at  three-fourths  of  the  amount 
of  the  securities  which  they  hold. 

The  regional  banks  can,  moreover,  have  their  bills  re-discounted 
by  the  Bank  of  France.,  or  other  credit  institutions. 

The  profits  are  carried  to  the  reserve  fund  which  serves,  in  due  course, 
to   repay   the    State    loans. 

To  the  primary  object  of  the  regional  banks  have  in  recent  years 
been  added  others,  namely,  the  making  of  loans  to  co-operative  societies 
for  the  production  and  sale  of  agricultural  produce,  and  of  loans  to  in- 
dividual farmers  for  the  acquisition  and  improvement  of  small  holdings. 
For  these  purposes  special  advances  are  made  by  the  State  to  the  regional 
banks  out  of  the  fund  provided  by  the  Bank  of  France. 

Without  taking  into  account  the  renewals,  the  following  figures  show 
the  loans  made  by  the  regional  banks,  etc.,  in  1*911,  as  compared 
with  1910  : 
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1910  191 1  Increase 

Francs  Francs  Francs 

Direct  loans  for  working  capital         1,251,220         1,445,431  (1)         194,211 
Loans  in  the  form  of  discounts 

of  new  bills 66,957,353       81,278,670  (2)    14,321,317 

Loans  outstanding  at  the  end  of 

the  previous  year   ....       40,971,508      49,487,477  8,515,969 

Totals      109,180,081      132,211,578        23,031,497 

Repayments    received    during 

the  year 59,887,572      72,379,905         12,687,301 

Loans  outstanding  at  the  end  of 

the  year       49,292,509      59.831,673(3)    10,344,196 

If  to  the  loans  for  short  periods  are  added  those  for  long  periods  ad- 
vanced to  co-operative  societies  and  individual  farmers,  we  have  the 
following   figures  : 

Loans    for  short  periods 132,211,578  francs 

„      to  co-operative  societies  (78  societies)   „   .         2,364,280      „ 
„       for  long  periods  to  individuals  (981  loans)         3,644,702     „ 

138,220,550     „  (4) 

To  the  end  of  1911,  202  co-operative  societies  had  received  6,642,277 
francs,  in  loans  at  rates  of  interest  varying  from  1  to  2  per  cent. 

A  system  for  the  provision  of  long-period  loans  to  small  farmers 
came  into  operation  in  1910.  In  two  years  1,155  fanners  had  obtained 
loans  to  the  amount  of  4,596,692  francs, 

(c)  General  Results. 

The  general  results  achieved  in  the  first  decade  in  which  the  system 
of  State-aided  agricultural  credit  has  been  in  force  are  most  satisfactory. 
The  local  banks  are  constantly  increasing  and  respond  ever  better  to  the 
new  needs  of  agriculture.  In  the  period  from  I900  to  1911  they  have 
placed  about  467,000,000  francs  at  the  disposal  of  farmers  ;  the  2,000,000 
francs  advanced  in  1900  have  risen  to  82,500,000  francs  in  1911. 

(1)  278,906  dollars  or  £57,310. 

(2)  15,683,294  dollars  or  £3,222,607. 

(3)  11,544,944  dollars  or  £2,372,258. 

(4)  26,670,632  dollars  or  £5,480,289. 
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It  is  noted,  however,  that  many  regional  banks,  trusting  too  much 
to  State  aid,  are  not  sufficiently  careful  to  make  the  quinquennial  repay- 
ments of  the  loans  advanced  by  the  State,  and  neglect  to  form  resources 
of  their  own,  other  than  the  sums  carried  automatically  to  the  reserve, 
by  making  efforts  to  attract  deposits.  The  remark  also  applies  to  some 
of  the  local  banks.  In  view  of  this,  closer  Government  supervision  is 
recommended  and  meanwhile  the  Ministry  of  Agriculture  has  reorganised 
and  strengthened  the  service  of  inspection. 


§  2.  Independent  co-operative  agricultural  credit. 

We  have  seen  that,  besides  the  State-aided  co-operative  credit  banks, 
there  exist  co-operative  credit  institutions  which  have  wished  to  remain 
independent  of  any  financial  aid  from  the  State. 

(a)  Rural  Banks  of  the  Raiffeisen-Durand  type. 

The  Rural  banks  promoted  by  Louis  Durand  are  modelled  on  the 
pure  Raiffeisen  type  and  are  markedly  Catholic  in  character.  Their 
members  take  no  shares  and  receive  no  dividend.  For  their  working  cap- 
ital they  avail  themselves  of  deposits,  loans  from  members  and  others, 
and  the  accumulated  profits  which  form  the  reserve.  When  the  reserve 
fund  reaches  a  fourth  of  the  capital  deemed  necessary  for  the  working 
of  the  society,  the  rate  of  interest  on  loans  is  reduced  to  a  figure  just  suffi- 
cient to  cover  the  general  expenses. 

Loans  are  only  granted  to  members,  who  are  usually  small  pro- 
prietors or  tenant-farmers,  for  a  definite  purpose.  They  are  granted  on 
personal  security  or  on  mortgage,  often  for  rather  long  periods  with  re- 
payment by  annual  instalments,  at  a  rate  of  interest  varying  from  3%  to 
4/4  Per  cent.  The  interest  paid  on  deposits  varies  from  2%  to  3%  per 
cent.  The  members  are  liable  to  the  full  extent  of  their  possessions  for 
the    debts    of    the    bank. 

The  rural  banks  have  adopted  the  commune  as  their  sphere  of  op- 
erations and  are  combined  in  regional  or  diocesan  groups,  called  Central 
Banks,  which  besides  acting  as  propagandist  and  supervising  bodies, 
receive  the  surplus  capital  of  the  richer  banks  and  pass  it  on  to  those 
which  have  need  of  it.  The  rural  banks  are  also  affiliated  to  a  central 
federation,  the  Central  Union  of  Rural  and  Workmen's  Banks  with  Un- 
limited Inability,  with  headquarters  originally  at  Lyons,  but  now  at 
Paris. 
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In  1893  the  number  of  the  Durand  banks  was  17  ;  in  1905  it  had 
risen  to  443.  The  statistics  for  1911  give  their  number  as  669,  but  the 
Union  states  that  this  does  not  include  all  the  existing  banks. 

The  669  banks  of  which  particulars  are  given  contained  29,749  mem- 
bers, did  a  total  business  (incomings  and  outgoings)  of  22,156.525  francs, 
collected  12,533,150  francs  in  deposits,  and  granted  10,421  loans  ;  their 
total  assets  amounted  to  14,324,042  francs  and  their  profits  to  66,639 
francs.  The  business  of  the  banks  is  based  almost  entirely  upon  deposits  ; 
they  obtained  only  a  small  sum  (1,422,700  francs)  from  the  Central  banks. 

(b)  Other  co-operative  credit  societies. 

With  the  idea  of  directing  local  savings  to  local  work,  Eugene  Ros- 
tand urged  the  Savings  Bank  of  the  Bank  of  Rhone,  of  which  he  was 
president,  to  establish  local  mutual  banks  and  to  finance  them  with  loans. 
The  L>aw  of  1895  which  authorised  the  savings  banks  to  allocate  part  of 
their  funds  to  agricultural  credit,  permitted  the  bank  to  advance  20,000 
francs  to  the  local  banks  by  way  of  loans. 

In  the  period  from  1894  to  1909  there  were  thus  created  22  banks. 
The  Savings  Bank  of  Marseilles  granted  them  in  1909  loans  to  the  amour)  t 
of  45,000  francs.  From  1901  to  1909  the  Rostand  banks  had  distributed 
1,142,663  francs   to  farmers. 

Amongst  the  co-operative  credit  institutions  which  have  arisen 
through  private  initiative  we  may  mention  the  co-operative  credit  banks 
of  the  Alpes -Ma ri times  promoted  by  Rayneri,  and  the  Popular  Bank  of 
Mentone.  These  follow  the  unlimited  liability  system  and  are  to-day 
combined  in  the  Regional  Bank  of  Mentone. 

There  also  exist  some  isolated  credit  institutions  which  act  in  com- 
plete independence,  such  as  the  Mutual  Credit  Society  of  Senlis  (Oise) 
which  granted  loans  in  1908  to  the  amount  of  438,888  francs,  and  the  Agri- 
cultural Bank  founded  in  1898  at  Boulogne-sur-Mer,  which  up  to  1909 
had  discounted  bills  to  the  value  of  1,734,000  francs. 

In  France  there  are  some  Popular  Banks,  of  the  Schulze-Delitzsch- 
I>uzzatti  type.  They  are  fairly  numerous  in  the  South  and  are  combined 
in  the  Federal  Centre  of  Popular  Credit  managed  by  M.  Rayneri.  Al- 
though primarily  intended  for  the  industrial  and  commercial  middle 
classes  they  encourage  agricultural  credit  in  a  variety  of  ways.  Of  late 
a  new  tendency  has  manifested  itself  to  bring  about  closer  relations 
between  the  urban  and  rural  co-operative  credit  institutions. 
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CHAPTER  VIII. 
CO-OPERATIVE  AGRICULTURAL  CREDIT  IN  BELGIUM. 

Not  many  years  ago  the  Belgian  farmers  in  general,  and  more  par- 
ticularly the  small  farmers,  were  absolutely  without  any  credit  institu- 
tions to  which  they  could  have  recourse  to  obtain  capital  on  equitable 
terms.  In  1884,  however,  a  law  was  passed  with  the  object  of  providing 
them    with    credit    facilities. 

Under  this  law  the  General  Savings  Bank  was  authorised  to  employ 
a  part  of  its  funds  in  making  loans  to  farmers  and  to  agricultural  co- 
operative credit  societies.  The  loans  to  farmers  were  to  be  made  through 
the  medium  of  a  special  kind  of  association  known  as  "  comptoirs  "  which 
we  shall  describe  later.  The  results  of  this  law  were,  however,  disappoint- 
ing. A  few  "  comptoirs  "  were  formed,  but  very  little  use  was  made  of 
the  credit  facilities  which  the  law  provided. 

§  1.  The  rurai,  banks. 

It  was  generally  felt,  therefore,  that  a  better  system  of  agricultural 
credit  was  required,  and  the  Abbe  Mellaerts  set  himself  to  adapt  the 
Raiffeisen  system  to  local  circumstances  and  to  the  requirements  of  the 
Belgian  laws.  As  the  law  stood,  the  rural  banks  were  obliged  to  take  the 
form  of  co-operative  societies,  since  it  was  requisite  that  they  should 
have  the  power  of  admitting  new  members  and  of  varying  the  capital, 
without  the  legal  formalities  with  which  commercial  companies  were 
obliged  to  comply.  But,  contrary  to  the  strict  Raiffeisen  principles,  the 
law  dealing  with  co-operative  societies  did  not  allow  such  societies  to 
dispense  with  foundation  capital  nor  to  make  their  reserve  funds  indivis- 
ible. In  order  not  to  depart  too  far  from  the  Raiffeisen  model,  the 
Abbe  Mellaerts  decided  that  the  shares  should  be  very  small  (2  francs)  ; 
that  the  dividend  payable  on  the  shares  should  not  exceed  the  rate  of  in- 
terest charged  on  loans  ;  and  that  there  should  be  two  reserve  funds,  the 
"  real  reserve,"  composed  of  the  share -payments  and  entrance  fees, 
and  the  "  conditional  reserve,"  to  which  the  net  profits  should  be  placed. 
The  "  real  reserve  "  should  serve  to  pay  possible  losses  and,  in  the  event 
of  the  dissolution  of  the  society,  any  sum  still  standing  to  this  reserve 
should  be  distributed  amongst  the  members.     The  "  conditional  reserve," 
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on  the  other  hand,  should  be  returned,  in  case  of  dissolution,  to  the  cen- 
tral bank  from  which  the  society  had  borrowed  its  working  capital. 

Except  for  these  slight  modifications,  the  rural  banks  in  Belgium 
follow   closely   the    Raiffeisen    system. 

Notwithstanding  the  difficulties  and  prejudices  which  had  to  be  over- 
come, the  rural  banks  spread  rapidly  over  the  country.  The  first  was 
formed  by  the  Abbe  Mellaerts  at  Rillaer  in  1892  and  in  18  years,  no  less 
than    643    banks    were    established. 

The  following  figures  relate  to  the  year  1910  : 

Number  of  banks  fnrr  is  htr.  gin  formation       ...  538 

Membership        27,334 

Paid-up  share  capital 81,122  francs 

Iyoans  granted  in  1910       4,051,230       ,,  (1) 

Ivoans  outstanding  on  December  31st.,  1910     .    .  10,955,072       ,,  (2) 

Deposits  received  in  1910 10,001,393 

Total  working  capital,  including  deposits  in  hand, 

December  31st.,  1910 22,912,282 

Reserve  fund 469,160 

§  2.  The  central  banks. 

All  the  rural  banks  in  Belgium  are  affiliated  to  regional  central  banks, 
which  are  co-operative  societies  with  limited  liability.  Only  recognised 
local  banks  and  the  persons  who  are  entrusted  with  the  management 
can  become  members  of  the  central  banks.  The  latter  are  nominated 
by  the   General  Meetings. 

Each  member  subscribes  for  one  share  of  the  value  of  100  francs, 
and  is  liable  up  to  the  amount  of  1,000  francs.  The  dividend  on  the  shares 
is  fixed  at  3  per  cent,  and  the  balance  of  the  profits  is  carried  to  the 
reserve. 

The  central  banks  in  Belgium,  besides  accepting  deposits  from  and 
making  loans  to  local  banks,  supervise  their  management  and  inspect 
their  accounts.  They  not  only  make  loans  directly  to  the  local  banks, 
but  guarantee  loans  made  to  them  by  the  General  Savings  Bank,  which, 
in  conformity  with  the  I^aw  of  1894,  set  aside  a  sum  of  1,000,000  francs 
to  be  lent  at  3  %  per  cent,  interest  to  rural  banks  affiliated  to  a  central 
bank  and  guaranteed  by  it.  The  General  Savings  Bank  has  also  agreed 
to  accept  on  deposit  from  the  central  banks  at  three  per  cent,  interest, 
the  sums  which  they  are  not  able  to  employ  in  lending  to  the  local  banks, 

(1)  781,713  dollars  or  £160,627. 

(2)  2,113,859  dollars  or  £434,356. 
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Where  a  central  bank  guarantees  a  loan  made  to  a  local  bank,  the 
General  Savings  Bank  allows  it  a  commission  equal  to  J/i2  th.  of  the  in- 
terest charged. 

There  are  seven  central  banks  in  Belgium,  the  most  important  of 
which  is  that  of  Louvain,  known  as  the  "  Boerenbond."  In.  1910,  out 
of  the  643  Raiffeisen  Banks  in  Belgium,  304  were  affiliated  to  the  Boeren- 
bond. For  several  years  past  the  Boerenbond  has  been  paractically 
independent  of  the  assistance  of  the  General  Savings  Bank,  having  re- 
ceived sufficient  deposits  to  enable  it  to  grant  all  the  loans  applied  for 
by  the  local  banks.  In  1910  it  granted  loans  to  the  total  amount  of 
559,245  francs. 

Recently,  with  the  object  of  extending  its  utility  and  to  find  a  safe 
investment  for  its  capital,  the  Boerenbond  has  organised  a  system  of 
land   improvement   credit. 


§  3.  The  "  Comptoirs  agricoles  "  and  the  popular  banks. 

As  we  have  already  indicated,  the  rural  banks  are  not  the  only  in- 
stitutions in  Belgium  which  provide  credit  facilities  for  agriculturists, 
the  "  comptoirs  agricoles  "  formed  in  virtue  of  the  Law  of  1884  having 
the  same  object.  The  "  comptoirs  agricoles  "  are  small  corporate  bodies, 
consisting  of  at  least  four  persons,  which  guarantee  the  loans  granted  to 
individual  farmers  by  the  General  Savings  Bank,  receiving  a  small  frac- 
tion   of    the    interest    as    commission. 

From  1884  to  1909  only  16  "  comptoirs  "  were  formed  in  the  whole 
of  Belgium.  On.  December  31st.,  there  were  4,080  loans  outstanding 
guaranteed  by  the  "  comptoirs  "  Only  129  of  these  loans  were  less 
than  1,000  francs  in  amount,  so  that  it  is  clear  that  the  "  comptoirs  " 
serve  rather  the  large  farmers  than  the  small  holders.  The  "  comptoirs  " 
in  fact,  do  not  care  to  guarantee  small  loans,  as  they  do  not  find  such 
business  sufficiently  remunerative.  It  is,  too,  less  hazardous  to  make 
loans  to  large  farmers  who  own  their  land  than  to  small  farmers  who 
cannot  furnish  adequate  security. 

Not  the  least  difficulty  in  the  way  of  forming  "  comptoirs  "  is  that 
of  finding  men  who,  for  such  a  slender  return,  are  willing  to  undertake 
the  liability  of  acting  as  sureties. 

Another  form  of  agricultural  credit  to  be  met  with  in  Belgium  is  the 
popular  bank  of  the  Schulze-Delitzsch  type.  In  the  whole  country, 
however,  there  are  only  two  such  banks  which  are  mainly  concerned 
with  agricultural  credit — those  of  Goe-Limbourg  and  Argenteau.  In 
1910  these  two  banks  granted  43  loans  of  the  total  value  of  56.415  francs. 
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CHAPTER  IX. 

CO-OPERATIVE  AGRICULTURAL  CREDIT  IN  GREAT  BRITAIN 

AND  IRELAND. 

In  Great  Britain  the  number  of  agricultural  co-operative  credit 
societies  which  has  been  formed  is  comparatively  small,  but  in  Ireland 
such  societies  are  more  numerous. 

Co-operative  credit  was  introduced  into  Ireland  by  the  Irish  Agri- 
cultural Organisation  Society,  aided  by  grants  from  the  Congested  Dis- 
tricts Board  for  Ireland  and,  subsequently,  from  the  Department  of  Agri- 
culture   and    Technical    Instruction    for    Ireland. 

In  England  and  Wales,  credit  societies  were  promoted  first  by  the 
Agricultural  Banks  Association  and  afterwards  by  the  Agricultural  Or- 
ganisation Society.  The  latter,  in  recent  years,  has  received  grants  from 
the   Board   of   Agriculture  and   from  the   Development    Commissioners. 

With  few  exceptions,  the  form  of  society  adopted  has  borne  a  close 
resemblance  to  the  Raiffeisen  banks  of  Germany.  The  area  of  operations 
is  limited  to  a  parish,  or  to  two  or  three  adjoining  parishes.  The  members 
are  elected  by  the  Committee.  Loans  are  only  given  to  members  and  for 
reproductive  purposes  approved  by  the  Committee.  There  are  no  shares, 
but  the  liability  of  the  members  is  unlimited.  Each  member  pays  a  small 
entrance    fee. 

In  some  cases,  "  guarantee-members  "  have  been  admitted,  whose 
liability  is  limited  to  a  specified  sum,  but  this  practice  is  rare. 

A  small  number  of  agricultural  credit  societies  in  which  the  liability 
of  the  members  is  limited  has  been  formed  in  Ireland,  but  the  societies 
of  this  kind  do  not  seem  likely  to  increase. 

In  Ireland  the  credit  societies  have  obtained  working  capital  from  the 
following    sources  :  — 

1.  Deposits  of  members  ; 

2.  Advances   from  local  landowners   or   other  persons    interested 
in  the  well-being  of  the  small  farmers; 

3.  Advances  from  the  Congested  Districts  Board  for  Ireland  and 
the    Department  of  Agriculture  and  Technical  Instruction   for  Ireland; 

4.  Loans   from  the  ordinary  joint-stock  banks. 

The  last-named  is  now  the  most  important  source  of  capital.  Nearly 
all  the  large  Irish  banking  companies  have  recognised  that  the  co-opera- 
tive credit  societies  can  serve  as  auxiliaries  to  them,  doing  business  with 
a  clientele  which  the  large  banks  cannot  reach  without  their  intervention. 
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They  have,  accordingly  consented  to  advance  money  to  the  credit 
societies    at   moderate    rates    of  interest. 

Proposals  have  been  made  for  estabhshing  a  Central  Bank  in  Ire- 
land, but  the  need  is  not  a  pressing  one. 

In  England  and  Wales  greater  difficulties  have  beer,  experienced 
in  obtaining  working  capital.  No  Government  Department  has  made 
advances  to  the  credit  societies  and,  until  recently,  the  large  banking 
companies  did  not  recognise  them;  lately,  however,  at  the  request  of  the 
Board  of  Agriculture,  the  principal  banking  companies  have  expressed 
willingness  to  furnish  them  with  money  on  favourable  terms.  The 
Central  Co-operative  Agricultural  Bank,  Ltd.,  has  been  formed  to  assist 
the  societies  in  finding  capital.  This  is  a  co-operative  society,  with  lim- 
ited liability,  containing  both  individual  members  and  society-members. 
Before  obtaining  advances  from  the  Central  Bank,  a  credit  society  must 
take  at  least  five  shares  of  the  value  of  £i  each.  The  Central  Bank  also 
receives  deposits  from  societies  which  have  surplus  capital  not  immedi- 
ately required  for  lending  to  members.  As  yet  the  transactions  of  the 
Central  Bank  have  been  on  a  very  small  scale. 

The  rate  of  interest  charged  by  credit  societies  to  their  members 
is  usually  in  the  neighbourhood  of  6  per  cent.  Sometimes  they  are  able 
to  lend  at  lower  rates  than  this,  but  in  Ireland  the  Irish  Agricultural 
Organisation  Society  urges  the  credit  societies  to  charge  even  more  than 
6  per  cent,  in  order  quickly  to  build  up  a  reserve  fund. 

The  following  are  the  latest  available  statistics  of  the  agricultural 
credit  societies  (a)  in  Ireland  and  (b)  in  England  and  Wales  : 

Table  I.  —  Statistics  of  Agricultural  Co-operative 
Credit  Societies  in  Ireland  in  1911. 

Number  of  societies 236 

Membership  (1) I9>505 

Loan   capital £29,264 

Deposits £27,290 

Total  capital £56,554 

Amount  of  loans  granted  (2) £56,055 

Number  of  loans  granted 7,967 

Loans  outstanding  . £52,588 

Expenses £607 

Net  profit £432 

Reserve  fund £3,686 

(1)  33  societies  failed  to  furnish  returns  of  membership. 

(2)  73  societies  failed  to  furnish  returns  of  loans  granted  ;  these  include  societies  which 
had  either  not  commenced  working  or  had  not  yet  worked  for  12  months  (and  so  had  not  yet 
had  an  annual  audit)  on  December  31st.,  191 1. 
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Table  II.  —  Statistics  of  Agricultural  Co-operative 
Credit  Societies  in  England  and  Wales  in  1911. 

Number  of  societies  (1) 45 

Membership .  765 

Loan   capital £640 

Deposits £1,081 

Amount  of  loans  granted £1,399 

Number  of  loans  granted no 

Loans  outstanding £1,446 

Expenses £32 

Net  profit  (cleared  of  losses) £14 

Reserve   fund £272 


CHAPTER     X. 
CO-OPERATIVE  AGRICULTURAL   CREDIT    IN    BRITISH    INDIA. 

In  British  India  the  promotion  of  co-operative  credit,  both  rural 
and  urban,  has  been  undertaken  directly  by  the  State.  The  Co-operative 
Credit  Societies  Act,  passed  in  1904,  authorised  the  appointment  by  the 
various  Provincial  Governments  of  officials  known  as  Registrars  of  Co- 
operative Credit  Societies,  with  wide  powers  for  the  promotion  and  super- 
vision of  credit  societies.  By  a  subsequent  Act  (the  Co-operative  Soc- 
eties  Act,  1912)  the  title  of  the  Registrars  has  been  changed  to  Registrars 
of  Co-operative  Societies. 

For  societies  in  which  not  less  than  four-fifths  of  the  members  are 
agriculturists  ("  rural  societies  "),  the  liabilities  of  the  members  must 
be  unlimited,  save  with  the  special  sanction  of  the  Provincial  Government. 
No  society  with  unlimited  liability  can  distribute  any  portion  of  its  pro- 
fits in  the  form  of  dividend,  unless  permission  has  been  given,  either 
generally  or  specially,  by  the  Provincial  Government.  A  society  with 
limited  liability  must  carry  one-fourth  of  the  net  profits  in  any  year  to 
the  reserve  fund,  but  may  distribute  the  balance  as  divided. 

In  practice  the  great  majority  of  the  rural  societies  are  societies 
with  unlimited  liability,  but  some  societies  with  limited  liability  have 
been  formed.  Even  where  the  liability  is  unlimited,  members  are  usually 
required  to  take  shares,  besides  paying  an  entrance  fee.     Loans  are  almost 

(1)  Of  these  societies,  three  furnished   no  returns.     The  remaining  figures   relate  to  42 
societies. 


68  BRITISH  INDIA 


always  for  reproductive  purposes,  but  loans  for  other  purposes  are  occa- 
sionally   allowed. 

The  progress  made  since  the  passing  of  the  Act  of  1904  has  been  rapid. 
On  June  30th.,  1911,  there  were  4,957  rural  credit  societies,  besides  68 
societies  which  may  be  described  as   "  central  banks  "  (1). 

The  "  central  banks"  show  great  diversity  of  character.  In  [some 
cases  they  are  strictly  ^federal,  consisting  solely  of  affiliated  local  soc- 
ieties. In  such  societies  the  liability  of  the  society-members  is  usually 
limited  to  a  certain  multiple  of  the  shares  which  they  have  taken  up  in 
the  central  society.  A  type  of  central  bank  also  exists  in  which  the  lia- 
bility of  the  society-members  is  unlimited.  Other  central  banks  contain 
both  individual  members  and  affiliated  societies,  while  yet  others  contain 
only   individual    members. 

The  following  Tables  contain  the  principal  statistics  for  1909-10  of 
the  rural  and  central  societies  : 

Table  I. 
Number,  Membership,  Loans  Granted,  etc.,  1910-11. 

Rural  Societies  Central' Banks 

Number  of  societies  at  end  of  the  year 4,957  68 

Membership  at  end  of  the  year 238,978 

Rupees  U)  Rupees 

Amount   of  loans    granted  to  members  during 

the  year 90,59,197(3)      2,58,992 

Amount  of  loans  granted  to  other  societies  during 

the  year       3,67>7I3        45,58,400 

Amount  of  loans  to  members  outstanding  at  end 

of  the  year 99,72,939  2,22,167 

Amount  of  loans  to  other  societies  outstanding 

at  end  of  the  year 4,16,735         54,80,873 

Net  profit  during  the  year 2,07,882  1,28,402 

(1)  These  do  not  correspond  to  the  societies  known  in  the  Reports  of  the  Registrars  as 
"  Central  Societies."  According  to  the  official  definition,  a  "  central  society  "  is  "  a  society 
lending  exclusively  to  other  societies,"  but  this  definition  is  not  adhered  to  by  some  of  the 
Registrars.  The  societies  here  classed  as  "  central  banks  "  are  those  which  lend  either  ex- 
clusively or  principally  to  other  societies  ;  they  thus  include  all  societies  of  which  it  is  the  main 
business  to  furnish  working  capital  to  the  local  credit  societies. 

(2)  A  rupee  is   equivalent  to  0,324  dollar  or  0.6b  pound  sterling. 

(3)  2,93,6700  dollars  or  £603,946. 
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Table  II. 


Sources  of  Capital,  June  30th.,  1911. 

Rural  Societies  Central  Banks 


L/oaus  from  n  on -members 
L/oans  from  other  societies 
Loans  from  Govern,  men  t 

Share  capital 

Deposits  by  members 
Reserve  Fund 


Rupees 


Rupees 


15,05,688 

30,80,631 

55,09,472 

2,22,559 

6,00,851 

63,657 

14.57,595 

7,73, 982 

15,65,403 

18,16,041 

3,42,464 

83,305 

The  latter  table  is  interesting  as  showing  to  what  a  large  extent 
the  societies  have  become  independent  of  advances  from  Government 
in  finding  the  necessary  working  capital.  It  will  be  remarked  that  for 
the  rural  societies  the  principal  source  of  capital  is  "  other  societies," 
that  is,  not  only  central  banks,  but  other  local  societies  as  well.  The 
money  provided  by  the  members  themselves  in  shares  or  in  deposits  also 
forms  a  considerable  percentage  of  the  working  capital  and  the  societies 
have  been  able  to  obtain  money  largely  from  the  general  public. 

In  the  case  of  the  central  banks  it  is  not  possible  to  distinguish 
between  the  capital  provided  (as  shares  or  as  deposits)  by  individual 
members  and  society-members,  but  a  large  proportion  of  the  capital  is 
provided  by  the  two  classes  of  members  together,  and  a  still  larger 
proportion  is  obtained  from  the  general  public.  The  amount  which  the 
central  banks  have  obtained  from  the  Government  is  comparatively 
trifling. 

Thus,  while  the  initiative  in  forming  societies  has  been  taken  by  the 
Government,  the  societies  are  very  far  from  being  dependent  upon  the 
Government  for  the  working  capital  winch  they  require. 


CONCLUSION. 

In  the  foregoing  chapters,  we  have  seen  that  in  different  cotvn tries 
and  in  different  circumstances,  co-operative  agricultural  credit  has  de- 
veloped   along    different   lines. 

In  no  respect  are  the  differences  more  remarkable  than  in  the  source 
of  the  capital.  In  Germany,  the  L,andschaften  obtain  the  capital  they 
require  from  the  investing  public  by  the  issue  of  bonds.  The  Raiffeiser, 
banks,  too,  are  almost  independent  of  advances  from  the  State  ;  they 
find  nearly  all  their  working  capital  in  the  deposits  of  members  and  others 
and  in  the  loans  which  they  obtain  from  their  central  banks  and  from 
other  banking  institutions.  In.  France,  on  the  other  hand,  it  is  the  State 
which  finds  the  bulk  of  the  capital  for  the  co-operative  banks. 

Great  variations,  too,  may  be  remarked  in  the  liability  of  the  mem- 
bers. While  the  principle  of  mutual  responsibility  is  always  carried  out 
to  a  greater  or  less  extent,  the  liability  of  the  members  ranges  from  the 
unlimited  liability  of  pure  Raiffeisenism  to  a  liability  limited  to  the  nomin- 
al value  of  the  shares.  It  seems,  however,  that  unlimited  liability, 
or  a  near  approach  thereto,  is  found  by  experience  to  be  the  soundest 
basis  of  co-operative  credit,  especially  where  the  borrowers  are  small 
cultivators. 

Again,  the  methods  of  granting  loans  and  the  security  demanded 
vary  greatly.  The  effort  to  reduce  risk  of  loss  is  everywhere  apparent, 
but  there  is  a  tendency  to  relax  precautions  which  prevent  the  system 
from  being  elastic.  This  can,  it  is  clear,  be  most  safely  done  when  the 
uses  of  credit  are  better  understood .  Where  stop-gap  borrowing  has  been 
prevalent,  for  instance,  credit  societies  must  naturally  insist  upon  the 
borrower  binding  himself  to  apply  his  loan  to  a  reproductive  purpose. 
In  time,  however,  the  credit  societies  themselves  so  far  educate  their 
members  that  they  only  borrow  money  for  investment,  as  capital  in  their 
business,  and  more  elastic  forms  of  loan,  such  as  loans  on  current  account, 
become    more    usual. 

In  introducing  co-operative  credit  into  any  country  or  agricultural 
district  where  it  has  not  been  previously  practised,  it  is  necessary  to  take 
the  social  and  economic  conditions  into  account.  It  must  be  inquired  : 
Who  are  the  persons  for  whom  the  credit  facilities  are  intended  ?  Arc 
they  large  farmers  or  small  cultivators  ?  Are  they  proprietors  of  the  lands 
they  cultivate  or  only  tenants  ?  Are  they  all  approximately  upon  the 
same  social  and  financial  level,  or  are  there  wide  differences  between  them? 
Do  they  require  the  loans  for  long  periods  for  making  permanent  improve- 
ments, or  for  short  periods  for  use  as  working  capital  ?  Are  they 
accustomed  to  borrowing  for  reproductive  purposes  or  have  they  borrow- 
ed chiefly  for  stop-gap  purposes  ?     Are  they  already  heavily  indebted  ? 
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Upon  the  answers  to  these  questions  will  depend,  to  a  large  extent, 
the  form  of  co-operative  credit  to  be  adopted.  The  most  important 
consideration  is  whether  the  capital  is  required  by  landowners  for  improv- 
ing their  property  or  by  farmers  to  carry  on  the  ordinary  operations 
of  cultivation.  In  the  former  case  the  German  Landschaften  furnish 
a  model  which  should  not  be  difficult  to  adapt  to  the  circumstances  of 
any  other  country.  In  the  latter  case  the  Raiffeisen  system,  or  some 
modification  of  it,  is  generally  the  best,  but,  in  advanced  economic  con- 
ditions, a  modification  of  the  less  paternal  Schulze-Delitzsch  system 
might,  perhaps,  be  adopted  with  advantage. 

It  is  also  important  to  inquire  whether  the  persons  for  whom  it  is 
desired  to  provide  credit  facilities  are  approximately  on  the  same  social 
and  financial  level,  or  if  there  are  wide  differences  between  them.  It 
cannot  be  expected,  for  example,  that  large  farmers  will  generally  be  will- 
ing to  join  with  small  farmers  in  a  society  where  the  liability  of  the  mem- 
bers is  unlimited.  Where  there  are  great  differences  of  financial  status, 
some  limitation  of  the  liability  must  be  adopted  in  order  that  it  may 
not  press  too  heavily  upon  the  more  well-to-do  members. 

To  attract  deposits,  the  best  and  most  elastic  source  of  capital,  a 
credit  society  must  be  founded  on  a  basis  which  will  inspire  public  con- 
fidence and  make  the  risk  of  a  general  withdrawal  of  deposits  almost 
negligible.  In  large  societies  it  may  be  possible  to  keep  a  considerable 
proportion  of  liquid  assets,  but,  speaking  generally,  the  funds  of  a  credit 
society  must,  for  the  most  part,  be  employed  in  making  loans  to  members 
on  terms  which  do  not  admit  of  their  being  readily  realised.  Where  cred- 
it societies  are  numerous  and  are  combined  together  to  form  central 
banks  a  greater  elasticity  is  obtained  in  this  respect. 

The  security  which  suffices  to  attract  deposits  usually  suffices  also 
to  enable  a  credit  society  to  obtain  advances  from  banking  institutions 
or  capitalists.  In  availing  itself  of  this  source  of  working  capital,  a  credit 
society  must  so  conduct  its  business  as  to  be  able  to  repay  the  money 
when  it  becomes  due.  It  cannot,  for  instance,  borrow  money  for  one 
year  and  lend  it  out  for  two.  This,  however,  is  a  question  of  common 
sense  in  doing  business  which  does  not  affect  the  form   of  organisation. 

We  conclude  this  brief  study  of  agricultural  co-operative  credit 
with  the  warning  that  the  systems  which  we  have  described  have  been 
devised  with  the  object  of  bringing  credit  facilities,  such  as  exist  in  ad- 
vanced commercial  communities,  within  the  reach  of  persons  who  indiv- 
idually were  not  able  to  obtain  them.  It  is  not  to  be  supposed  that  the 
adoption  of  any  such  system  will  appreciably  diminish  the  rate  of  interest 
at  which  a  person  can  borrow  money  who  can  offer  substantial  security 
and  has  direct  access  to  banks  or  capitalists. 
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